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Banks w stablished Personal Loan Departments soon find that 
volume is a prime requisite for profits. Often the question arises, “How can we 
increase our volume without excessive cost??? @ One method which has 
increased profits in every bank where it has been installed, is our plan of insur- 
ing the life of the borrower in favor of the bank. This gives every would-be 
applicant a decisive argument to use in arranging for co-makers. (| Friends no 
longer say, “I know you’ll pay this if you live, but what if you should die?” 
For they know that such life insurance covers this possibility. @ Write to 


Insurance for the Banker on the Life of the Borrower 


Simce 1917 


pooklet 


— | 
The Morris Plan Insurance Society, 420 Lexington Avenue, Ne ye 
MAN 
af rER 
ae 
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upo” 
request 


The Condition of BUSINESS 


THE OvuTLooK. Business leadership has recovered much 
lost ground but business recovery, by and large, is waiting 
for some wishes to come true. International stability is one, 
and another is a higher rate of return on invested funds more 
in line with the extraordinary risks of the day. 

THE MILLENNIUM. In some ways this is like waiting for 
the millennium. There will be periods of calm, but peace 
and normal trade relations between countries are probably 
a long way off. Moreover, a satisfactory yield on capital is 
impossible as long as the Federal budget is unbalanced, and 
deficit financing continues to dilute the credit supply. Thus, 
under the circumstances, waiting is obviously going to take 
patience, and perhaps the few economic realists are right to 
proceed on the basis of business as usual and to ignore 
counsels of chaos and despair. 

Cautious Optimism. With every clearing of the atmos- 
phere here and abroad business shows a willingness to go 
ahead, but not too far. One thing common to every period of 
rising activity in the last decade has been its short term 
character. The occasional periods of hope never extend be- 
yond a few weeks into the future and business planning has 
assumed an anxious day-to-day character. This will continue 
as long as several men have so much power over every man’s 
pocketbook. Business prospects under a government of law 
are steady, slow to change and to some extent predictable. 
Under a government of men the rules and outlook can change 
any day or several times a day, and are not predictable at all. 

This is one way to explain the thoroughly unnatural condi- 
tion: an unprecedented supply of capital and a great need for 
it, side by side, but showing only mild interest in each other. 

BANKING’s Cross INDEX. BANKING’S cross index of the 
general trend of business, obtained from a poll of 3,000 bank 
directors and bank presidents in all sections of the country, 
compared with the previous month, reflects a decline. 

Thirty-four per cent of those polled for the purpose of this 
summary said business was getting better, 40 per cent found 
conditions about static and 26 per cent reported a decline. 

The bank presidents, considered separately, still show a 
slight tendency to be more optimistic than the business leaders in 
their respective communities. 

Here is a tabulation of the poll for the last six months, giving 
percentages of replies under the three general questions asked: 


Up Unchanged Down 
27 


45 38 17 


War. The effect of a war on business in this country is 
hard to appraise. A question frequently asked is why these 
recurring weekly and daily crises always have an unfavorable 
effect here, because the previous war brought us an indus- 
trial boom. Before it caused a boom, however, it produced a 
period of such great uncertainty in the closing months of 
1914 that the stock market could not function at all. Condi- 
tions were different in many ways. We had no thought of 
taking part and there was certainly no active, skillful, per- 
sistent effort to involve us before the shooting started. We 
felt then that we had enough business of ourown to mind. 
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GOVERNMENT Poticy. Business does not fear unfriendly 
legislation by this Congress. It is even hoping for something 
helpful but not counting on it. Tax relief of any kind would 
be welcomed, but the people who spend the revenues are 
wondering what else they can use for money and they are 
going to be difficult to persuade. 

BRITAIN’s EXPERIENCE. The experience of England in 
budget balancing ought to get more attention than it does. 
It might help us decide whether to do it now or later. 

In 1931 when the British Government went on a pay-as- 
you-go basis there had been a deficit of more than 23 million 
pounds during the year. The budget was balanced by heroic 
effort and in 1932 there was a small surplus of about a half 
million pounds. In 1933 there was a deficit of 32 million 
pounds. In 1934 the surplus was 31 million pounds. In 1935 
the surplus was seven and a half million pounds. In 1936 the 
surplus was almost 3 million pounds. There was a deficit of 
5% million pounds in 1937 and in 1938 a surplus of 31% 
million pounds. 

These figures take into account the retirement of public 
debt but do not make allowance for armament expenditures. 
The latter are financed under a defense loan act and are 
treated as an extra-budgetary item. 

The balancing feat was accomplished by raising taxes and 
decreasing expenditures. In the year ended March 31, 1939, 
there was a prospective deficit of 30 million pounds. Chancel- 
lor Simon could have borrowed this amount easily but he 
chose to raise taxes instead. 

With a balanced budget the British Government set out to 
stimulate industry by every possible means and thereby ex- 
pand British foreign and domestic trade. The depressed 
areas were aided by subsidies, tariffs and protection of 
various kinds. 

BENErFIts. Did this ordeal hurt Britain? The figures indi- 
cate quite the opposite. Housing, electrical manufacturing, 
motors, operating utilities and other industries contributed 
and the task was accomplished through the old fashioned 
method of encouragement of private enterprise. In the case 
of housing an impression seems widely held that this was 
chiefly a government activity in England. As a matter of 
fact, it was carried on almost entirely by private builders and 
banks reassured by the balanced budget. 

There were 3,289,000 unemployed in April 1931. In Sep- 
tember 1937 there were 1,662,000. During the five-year 
period unemployed were absorbed at the rate of almost a 
half million yearly, plus a net normal increase in working 
population of 2,000,000. 

A Mixture oF Sicns. It is particularly noticeable at pres- 
ent that various indicators are pointing in all directions of 
the business compass at once. This reflects a prevailing inde- 
cision that everyone is familiar with. Persons engaged in any 
kind of enterprise are having a hard time making up their 
minds whether to be bold or careful. 

Steel production, the output of automobiles, the sale of 
machine tools, car loadings, stock market prices, bond prices 
and money rates, manufacturers’ stock of finished goods, 
savings deposits, corporate earnings, new capital issues, 
bank clearings, telephone installations, postal receipts, build- 
ing permits, bank debits and various other items in the busi- 
ness picture are telling different and conflicting stories. 

R. KuHNS 
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‘lo every man who lives 


EVERY intelligent man lives two 
lives. 

The first is his regular routine. It 
keeps him busy selling something, 
making something, doing something 
all day long—and at evening it picks 
him up and sends him home to rest 


until it’s time to start again. 


This life is filled with a man’s 
daily work. In it, the task of earning 
a living is all-important. 


But nearly every man lives a sec- 
ond life, as well. And this is a life 
filled with his ambitions and his 
dreams. In them, he sees himself as 


he hopes to be—a few years hence. 


2 


‘ 
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He sees himself spending his later 
years as he chooses—unhurried, con- 


tented, and financially secure. 


He sees himself, perhaps, actually 
fishing in waters which used to be no 
more than glamorous names. Or put- 
tering around a garden—tramping 
down a fairway—or simply con- 
templating the blueness of the sky 


two lives 


from the depths of a hammock. 


It is a pleasant life, that second 
one —and more easily realized in 
America today than in any other 
country or in any other age. But, a 
man can realize it only by planning 
for it during his productive years. 


Home office, Minneapolis, Minn. 
Affiliates: Investors Syndicate Title & Guaranty Co., 
New York; Investors Syndicate, Limited, Canada 
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Guaranteed Securities 


PPOSITION to the issue of any more bonds or other 
securities fully guaranteed by the Federal Govern- 
ment is developing in Congress. At the end of January 

the total of such issues outstanding was just short of five 
billion dollars—$1,383,000,000 for the Federal Farm Mort- 
gage Corporation, $2,888,000,000 for the Home Owners’ 
Loan Corporation, $509,000,000 for the Reconstruction 
Finance Corporation, $206,000,000 for the Commodity 
Credit Corporation and $1,426,000 for the Federal Housing 
Administration. 

There is present legal authority for the issue of well 
towards twice as much more of such securities. 


Real Estate Holdings 


THERE IS GENERAL AGREEMENT among both bankers and 
real estate authorities that bank holdings of real estate ac- 
quired in settlement of debt have passed their peak. On 
December 31, 1937, such property held by all banks in the 
deposit insurance system was valued at $511,115,000; on 
June 30, 1938, the value reported was $505,129,000; while on 
last December 31 the value given was $489,556,000. The 
decrease during last year was not very impressive but it oc- 
curred in a year of marked business depression. 


** Bank Capital 


THERE WAS AN INCREASE of about $31,250,000 in the total 
capital account of banks in the deposit insurance system last 
year, all of which, and more, was accounted for by an in- 
crease in surplus and undivided profits accounts of $109,- 
017,000. There was an actual decrease in capital stock, notes 
and debentures of $48,480,000 and in reserves for contin- 
gencies of $29,325,000. 

Total capital funds increased from $6,404,042,000 to 
$6,435,254,000, but the ratio of total capital to assets de- 
creased from 11.8 to 11.3. Steadily mounting deposits, now 
the largest ever reported to the FDIC, again raise the ques- 
tion of adequate capital in an increasing proportion of the 
institutions. Nor are small banks the only ones to face this 
problem. 


Rural Electrification 


RURAL ELECTRIFICATION loans are now expanding at the 
rate of over $2,000,000 a month and are expected to advance 
rapidly in volume during the Summer months. 


Industrial Loan Losses 


Tue R.F.C. ExPeEcts to lose more on its loans to industry 
than upon any other class of credit it has advanced. Up to 
the first of February it had foreclosed upon a little more 
than $3,000,000 of such loans, $3,588,000 were in process of 
foreclosure and $21,427,000 were in default. Sales of fore- 
closed property to that date netted a loss of $31,000. How- 
ever, a total of $155,611,220 in such loans has actually been 
disbursed. 
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** Preferred Stock in Banks 


THE ACTUAL DISBURSEMENTS of the R.F.C. for preferred 
stock in banks or in loans on such stock up to February 2 
amounted to $1,099,090,662, of which approximately 51 
per cent had been repaid. Nearly one bank out of every five 
has redeemed all such stock and nearly half a part of it. 
Approximately 16 per cent of the banks, however, are not 
current in their interest or dividend payments. 


Closed Bank Loans 


Or THE $983,701,788 ADVANCED by the R.F.C. in loans to 
closed banks for distribution to depositors, approximately 
93 per cent has been repaid. That is the same proportion as 
in the case of loans to banks in operation — $1,138,217,337 
actually disbursed and $1,058,542,123 repaid. Considering 
the fact that, of the 5,816 going banks to which loans were 
made, 2,128 failed after receiving the loans, the record is con- 
sidered exceptionally good. 


Expensive Questioning 


CORPORATIONS CONCERNED in investigations by the 
S.E.C., the Monopoly Committee and other Governmental 
agencies continue to complain of the high cost of meeting 
the demands of investigators and other official action. Liti- 
gation against one steel company started last May with 
respect to only one of its plants has cost the corporation 
upward of $100,000 and is yet to be finished, while demands 
of the monopoly inquiry have forced the same and other con- 
cerns to delve into their records as far back as 20 years. 


Utilities and Taxes 


THE $3,500,000 A YEAR LOSS in revenue which the State of 
Tennessee is experiencing because of the tax exempt feature 
of T.V.A. activities is expected to result in such pressure on 
Federal authorities that some fair settlement of the public 
operation and ownership of public utilities can be effected. 
There seems to be a much more tender regard for pocketbook 
susceptibilities of a state than the private owners of a public 
service property. 


Diamonds 


SALES OF DIAMONDS by the international diamond control 
pool so far this year have amounted to twice those of the 
same period last year. As usual the United States is the 
heaviest buyer, but this year Europe also has taken an in- 
creased quantity of the gems. American buying has been for 
use; European buying has been for the purpose of putting 
funds into an investment which can be easily and secretly 
carried out of a war-threatened country. 


Canadian Financing 


THE VOLUME OF CANADIAN FINANCING for the month of 
March was the highest for that month in the last five years 
and all the financing was for new money. 

(CONTINUED ON PAGE 5) 
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are NOT prospects! 


As every banker knows, firms who 
lease space are becoming increasing- 
ly conscious of the need for air condi- 
tioning. In this fact...and in a “‘sample”’ 
job of York air conditioning...you may 
find the answer to your space renting 
problems. 

Select a store, a floor or a suite...a 
difficult spot to rent...and have York 
Air Conditioning installed. Then 
watch the rent checks come in. 
Later, if you wantto air condition the en- 
tire building...your York ‘‘sample”’ in- 
stallation readily becomes an integral, 


smooth working part of the whole job! 

Would you like to know what cor- 
rect air conditioning can do in your 
own banking quarters? Request. ..on 
your letterhead ...a free copy of the 
book’‘Atmosphere and Efficiency." 
This book contains the amazing results 
of an impartial nationwide survey on 
air conditioning ...shows American 
business men how to make... or save 
... millions every year! 

York Ice Machinery Corporation, 
York, Pa. Headquarters Branches and 
Distributors throughout the world. 


ork 


refrigeration 
air conditioning 


A few of the many Office 
Buildings Completely 
Air Conditioned With 

YORK Equipment 


AMERICAN BUILDING, CINCINNATI, OHIO 
BRIX BUILDING, FRESNO, CALIF. 
CONTINENTAL BUILDING, ST. LOUIS, MO. 
ELLIS, W. C. BUILDING, PHOENIX, ARIZ. 
FEDERAL RESERVE BANK BLDG., ATLANTA, GA. 
FIRST NATIONAL BANK, CINCINNATI, OHIO 
HERSHEY CHOCOLATE CO., HERSHEY PA. 
HUMBLE OIL & REFINING CO., HOUSTON, TEX. 
JOHNSON, S. C. BLDG., RACINE, WIS. 
MARINER BLDG., MILWAUKEE, WIS. 

MAYO BUILDING, TULSA, OKLA. 

NIELS ESPERSON BUILDING, HOUSTON, TEX. 
NEMOURS BUILDING, WILMINGTON, DEL. 
RICE BUILDING, BOSTON, MASS. 

SHELL BUILDING, ST. LOUIS, MO. 


STANDARD OIL CO. OF LOUISIANA, 
SHREVEPORT, LA. 


24 FEDERAL STREET BLDG., BOSTON, MASS. 
UNITED FRUIT BUILDING, NEW ORLEANS, LA. 


HEADQUARTERS FOR MECHANICAL COOLING SINCE 1885 
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(CONTINUED FROM PAGE 3) 


Bank Officer Loans 


IN CONNECTION WITH THE PROPOSAL 
to extend to 1942 the time during which 
bank officer borrowings from their own 
banks may be paid, it was stated before 
a Senate Committee that there are now 
approximately 2,000 such loans out- 
standing aggregating about $32,000,000. 
Originally these loans amounted to over 
$132,000,000. 


Aviation Expansion 


THE AVIATION INDUSTRY is expanding 
far more rapidly and extensively than is 
indicated by its financing. The signifi- 
cant feature of the change is that the 
large companies in which the expansion 
has been the greatest have financed 
themselves out of earnings. It is ex- 
pected, however, that practically all the 
airplane manufacturers will come into 
the market for new money in the course 
of the next few months. 


P.W.A. Construction 


Tue P.W.A. HAS 18 MONTHS in which 
to complete its $200,000,000 special 
pump priming construction, but at the 
end of the first three months 11 per cent 
of the projects had been completed. 
Nevertheless the peak of the employ- 
ment and business stimulating effect 
will not be reached before Autumn. Al- 
together the Federal and non-Federal 
program calls for construction to cost 
$1,620,000,000. 


Money and Tourists 


WitH EUROPE IN MORE OR LESS con- 
tinuous turmoil, Canada expects more 
tourists from the United States than 
ever this year. Some idea of the banking 
involved in the tourist traffic appears in 
the announcement of the Canadian gov- 
ernment that visitors to the Dominion 
last year are estimated to have spent 
$269,000,000 there. Tourists from over- 
seas spent $14,000,000, while visitors 
from the United States spent $255,000,- 
000. These expenditures pass between 
the countries in small amounts usually, 
largely in United States currency and 
small checks. The flow of United States 
currency into Canada during the height 
of the Summer season is as steady as the 
current of a mighty river and it is a 
blessing to both countries that it repre- 
sents good will given and returned. 


* Taxes 


ONE OF THE REASONS why it is so dif- 
ficult to secure new money for indus- 
trial expansion is illustrated by the ex- 
perience of United States Steel. Last 
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year the corporation paid taxes which 
were the equivalent of $5.61 a share on 
its common stock. A rough estimate is 
that in the past seven years it has paid 
the equivalent of $35 a share on its 
common stock, while during the period 
the actual common dividend was $1. 


* Mortgage Losses 


OF THE $73,083,604 OF MORTGAGES 
insured by the F.H.A. and bought by 
the R.F.C. Mortgage Company, 
mortgage loans aggregating $400,845 
have been foreclosed. The loss arising 
from foreclosure has amounted to less 
than 10 per cent of the mortgages fore- 
closed and, so far, less than }¥ 9 of 1 per 
cent of the total of the mortgages pur- 
chased. This seems to be, in fact is, a 
good record. But the loss of around 10 
per cent on a mortgage loan foreclosed 
by a bank with a small volume of such 
loans may be a very serious matter— 
which is one reason why many banks 
regard interest rates on mortgage loans 
at the present time too low for safety or 
reasonable profit. 


** Bank Deposits 


BANK DEPOSITS DURING THE FIRST 
QUARTER of the year have shown a very 
mixed trend. Metropolitan institutions 
in New York City report considerable 
and in some cases large increases in de- 
posits. On the other hand there is evi- 
dence that country banks have lost 
funds in considerable amount. The sit- 
uation is illustrated by returns of re- 
porting member banks. Between De- 
cember 28 and March 29 there was an 
increase of $5,000,000 in demand de- 
posits adjusted, $57,000,000 in time 
deposits and $94,000,000 in deposits of 
foreign banks. In the same period the 
increase in demand deposits adjusted in 
New York City banks was $465,000,000, 
in time deposits $28,000,000 and in de- 
posits of foreign banks $85,000,000. 
Hence the loss in demand deposits ad- 
justed in banks outside of New York 
City must have been $460,000,000, 
counteracted in part by a gain of $49,- 
000,000 in time deposits and $9,000,000 
in deposits of foreign banks. The chief 
gain in New York City banks was the 
result of imports of foreign gold. 


Currency Shipments 


FOREIGN HOARDING of United States 
currency continues at a notable rate. 
Since September last the net shipments 
up to March amounted to over $33,000,- 
000, while shipments during March are 
estimated to have been at an even 
higher rate. It is significant that bills of 


$500 and $1,000 denomination have | Kansas City 


been in special demand. 


@ How in the world do bank people 
sort checks so fast and so accurately? 


With all types of signatures to decipher 
— many of them almost illegible — 
it’s a fine tribute to their keen eyes 
and quick perception, that so few mis- 
sorts occur. 


Just the same, the bank employee 
could do even a better job and a faster 
job if every check bore the printed 
name of the depositor. 


That isn't the only advantage which 
goes with imprinted personal checks. 
We can name sixteen others offhand 
— eight benefiting the bank and eight 
benefiting the depositor. 


Not only that, but we have a rather 
well thought out plan which will en- 
courage a greater number of deposi- 
tors to use persona!ized checks. 


Just tell us you're interested and we'll 
gladly explain the details. 


CHECK PRINTERS /NWC., 
Lithographers and Printers 


Plants at 
Chicago Cleveland 


New York 


St. Paul 
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IN CARRIER HISTORY 


SELF-CONTAINED 


Air Conditioners 


IN 9 NEW SIZES— Every bank, large or 


small, now can have Carrier low cost, eco- 
nomical air conditioning. The new Carrier 
Self-Contained Air Conditioners come in nine 
sizes—every size designed specially to meet 
your specific space limitations and to meet 
your exact requirement of high quality, true 
air conditioning at low cost. They fit any- 
where. Unused closet space, basement cor- 
ners or right in your bank. 


GREATER EFFICIENCIES— the cooling ca- 
pacity of each Carrier Self-Contained Air Con- 
ditioner is certified by actual test before it 
reaches your floor. There are other improve- 
ments, too, such as automatic temperature 
controls and “’sub-cooling” that reduce oper- 
ating costs . . . Rust-proof drip pans and in- 
terior parts . . . Styled by Lurelle Guild to 
enhance the appearance of your decorations. 


BACKED BY 37 YEARS EXPERIENCE— 
Remember, the new 1939 Carrier Self-Con- 
tained Air Conditioners are backed by Car- 
rier's 37 years experience in developing and 
installing air conditioning in 99 countries of 
the world. Ask your local dealer to tell you 
how easily and economically you can get the 
same kind of air conditioning as the Dime 
Savings Bank in Brooklyn, the Northern Trust 
Co. in Chicago, and countless other banks 
from coast-to-coast. Call him 

today, beat the Summer rush. 


Carrier igloo of Tomorrow 
1939 New York Worid’s Fair 


CARRIER CORPORATION, 
“Weather Makers to the World” 
Syracuse, N. Y., Desk E36 

In Canada—Box 1050, Station C, 

Toronto 

Tell me more about the new 1939 
Carrier Air Conditioners designed 
for banks . . . without obligation, 


Insured Mortgage Loans 


THE FEDERAL HOUSING ADMINISTRA- 
TION has struck a new stride. Mortgages 
accepted for insurance—the real tests 
of its services—in March amounted to 
$63,485,800. This was an increase of 54 
per cent over February and 58 per cent 
over March 1938. Premium paying 
mortgages recorded in March totalled 
$50,162,100—13 per cent over Feb- 
ruary and 120 per cent over March a 
year ago, The total of premium paying 
mortgages on April 1 was $1,450,374,- 
241, in addition to which the Adminis- 
tration has insured mortgages in the 
amount of $84,831,200 on large scale 
projects. 


Better Gas 


It IS ANNOUNCED that the petroleum 
industry will spend around $200,000,- 
000 this year for plant improvements, a 
large part of which will go toward the 
installation of equipment to take ad- 
vantage of new processes which have 
been evolved to produce higher power 
gasoline and which promise to revolu- 
tionize fuel for aviation and motoring. 


* Prefabricated Steel 
Houses 


THE TENNESSEE COAL AND IRON 
Company has started installation at its 
Fairfield works in that state for quan- 
tity production of steel sections to be 
used in the manufacture of units for 
steel houses. The company will supply 
prefabricated materials to contractors 
and builders or to wholesalers supplying 
the latter. Housing authorities report 
that considerable progress has been 
made in designing homes of this char- 
acter since the subject was discussed 
and experimented with in a practical 
way several years ago. 


Slum Clearance 


THE SLUM CLEARANCE PROGRAM of 
the United States Housing Authority is 
slowly getting under way. Its mortgage 
loans rose about $3,500,000 during 
March to a total of $37,640,167. Such 
sums will be small potatoes by the 
Autumn when some real new money 
financing for the Authority may be ex- 


pected. 
Bankruptcy Act 


THE RECENT AMENDMENT to the 
Bankruptcy Act is reported as bringing 
in millions of dollars to creditors as a 
result of the provisions for instalment 
payment of indebtedness. The change 
has been especially beneficial in enabling 
wage earners to discharge their debts 
to retailers. 
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“Unforeseen events ...need not change and shape the course of man’s affairs” 


ONE MORE REDSKIN... 


The white man’s civilization was too much for the Big Chief. 
Roving the plains on his wiry mustang, he forgot that this is 
1939, that today the paleface mounts a swift and powerful 
steed. 

So tonight it’s strangely quiet in the Big Chief's home... 
will be forever quiet. And there’s a numbness too, tonight, in 
the heart of a motorist who drove too fast, who forgot to 
remember that small boys are impetuous. 


For many years The Maryland has sought to reduce the 


toll of traffic accidents. Lectures, posters and pamphlets on 
safety methods are used to acquaint pedestrians and motor- 
ists with the traffic menace. Particularly in the schools, these 
educational campaigns have helped. 

However, it is a job too big for any one organization. Your 
intelligent cooperation is needed. Train your children to cross 
with the lights, not to run or play in the street. And, train 
yourself when driving to proceed with caution and alertness. 


Maryland Casualty Company, Baltimore. 


THE MARYLAND 


The Maryland writes more than 60 forms of Casualty Insurance and Surety Bonds. Over 10,000 Maryland agents are equipped 
to help you obtain protection against unforeseen events in business, industry and the home, 
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WALL AND NAssAu 


(ion NEW YORK WORLD'S FAIR opens on April 30, 1939. Be- 
cause the Fair emphasizes the progress of industry, science 
and art, many have forgotten that its opening commemorates the 
one hundred and fiftieth anniversary of the Inauguration of George 
Washington as first President of the United States. 


Washington’s Inauguration took place on the balcony of Federal 
Hall at Wall and Nassau Streets. Bankers Trust Company, its head 
office at this historic corner, takes this occasion to extend best 
wishes for success to the World’s Fair, its officers and exhibitors, 
and to pay this tribute to the great event which it commemorates. 


BANKERS [RUST COMPANY...NEW YORK 


Member of the Federal Deposit Insurance Corporation 
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JUST A MINUTE 


Youthful Interest 


To the Editor: 

I noticed the article in the April issue of 
BANKING referring to the talk made before 
an Austin High School group by the man- 
ager of our credit department, Edward 
C. Connor. This meeting was a very fine 
one, both from the standpoint of present- 
ing an opportunity to bring before the 
group our bank’s name and—more than 
this—to show clearly that the young 
people of today are desirous of hearing 
about banking from someone who is able 
to discuss the subject from a practical 
angle. 

T. H. GoLicut ty, President 
Madison-Crawford National Bank 
Chicago, Illinois 


Starting a Bank 
To the Editor: 


I live in a country town, with a popula- 
tion of about one thousand persons. The 
local bank failed several years ago. Since 
that time the town has not had any local 
banking facilities. At the present time 
there is some interest in forming a new 
bank but no one seems to have definite 
information regarding legal requirements 
and what steps should be taken. 

I thought that perhaps you could 
furnish me with this information or direct 
me to the proper sources. Perhaps you 
might also be able to advise me regarding 
the profit possibilities of such a venture. 

At the present time I am employed by a 
bank in a nearby town. I subscribe to 
BANKING through my A.I.B. Chapter. 

G. 


The following brief answer was ob- 
tained from E. S. Woolley, bank an- 
alyst, who writes our “Ask Banking” 
department: 

“The first thing to do is to ascertain 
whether or not such a bank could be 
profitable. On the face of it the town 
alone would not seem to provide suffi- 
cient possibilities. As a general rule, a 
bank needs a drawing territory of 
10,000 people. This number can be re- 
duced somewhat in the West but must 
be increased in the East. A bank cannot 
expect to receive accounts in excess of 
20 per cent of the population of the 
territory it serves. For a rural commu- 
nity the average balance cannot be ex- 
pected to exceed $350 to $400. Con- 
ducting a survey along these lines will 
indicate the potential deposit possibili- 
ties. The revenue from other income 
and the probable expenses can likewise 
be closely estimated. After that has 
been done it is time enough to talk of 
the raising of the necessary capital. The 
legal requirements will differ according 
to whether a state or national charter is 
desired.” 


Supply and Demand 
To the Editor: 


We understand that a series on outdoor 
advertising displays utilized by banks was 
published in your November 1938 year 
book. As we gave a great number of these 
photographs to an advertising agency for 


Approximately 3,000 high school pupils and 2,000 adult bank customers attended a | 
series of public customer relations meetings sponsored by the Clearing House 
Association of Frederick, Clarke, Shenandoah, Warren and Page Counties, Va., 
this Spring. Programs of entertainment and speaking were given, for the children 
in the afternoon and for the grownups in the evening, in five Virginia towns. 
Below, children from 20 miles around attended one of the afternoon meetings in 


Woodstock, Va. See story on page 49 
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SPECIALISTS IN 


UNITED STATES 
GOVERNMENT 
SECURITIES 


GUARANTEED ISSUES 
FEDERAL LAND BANK 
TERRITORIAL AND 
MUNICIPAL BONDS 


C. J. DEVINE «CO. 


48 WALL STREET, NEW YORK 
HAnover 2-2727 


CHICAGO BOSTON PHILADELPHIA 
CINCINNATI ST. LOUIS SAN FRANCISCO 


Direct Wires to all Offices 


Graph Shows 
STRENGTH 


RATIO OF 
$210 IN ASSETS TO 
EACH $100 OF LIABILITY 


ACTUAL LIABILITIES 
$3,183,935.05 


SURPLUS 


$6,684,478.45 $3,500,543.40 


Mr. Banker, in an insurance com- 
pany, you want financial strength 
— strength that means security. 


The above graph shows that 52.4% 
of Millers National’s assets is purely 
surplus, and for each $100 of lia- 
bility it has $210 in assets. In addi- 
tion to cash on deposit, these assets 
represent high-grade investments, 
emphasizing security rather than 
large investment returns. This 
spells S-E-C-U-R-I-T-Y. 


MILLERS NATIONAL 
INSURANCE COMPANY 


ESTABLISHED 1865 
HOME OFFICE - CHICAGO 
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YOU will increase the pleasure of 
your visit to the New York World’s 
Fair, 1939, if you will devote a little 


time for a trip through some of 


the beautiful and historic sections 
of New York State. 


For sheer variety of interesting 


sights, many people have found 


New York one of the most exciting 
states in the Union. From the day 
Hendrick Hudson discovered New 
York harbor in 1609, some of the 
most important pages of our his- 
tory have been written in the 
Empire State. Many parts still 
bear landmarks of the French and 
Indian wars. Much of the Revolu- 


tion was fought here. The War of 


MEMBER 


FEDERAL 


DEPOSIT 


MARINE TRUST COMPANY 
OF BUFFALO 


A Marine Midland Bank 


1812 centered about the Niagara 
Frontier. 

It is a state rich in natural wonders, 
too. With Niagara Falls and beau- 
tiful Lake Erie at the western gate- 
way to the state, the lovely Thou- 
sand Islands, the Hudson with its 
grim, gray Palisades, the Finger 
Lakes region, the Adirondacks in 
the north, there are things to see 
to suit everyone's taste. 

The Marine Trust Company and 
the Marine Midland banks that 
serve so large a part of this great 
state, bid you a cordial welcome. 
The staffs of these banks will do 
everything possible to make your 


trip a pleasant one. 


INSURANCE 


CORPORATION 


their use and would like to have a record 
of this display we will deeply appreciate 
receiving two copies of that issue at your 
earliest convenience. 

Epwarps Bryan 

Public Relations 
General Outdoor Advertising Co., Inc, 
New York, N. Y. 


BANKING regrets that, because of the 
demand for extra copies of the Novem- 


ber issue, there are’ only two copies left 
for the file. 


Foreign Mail 


A correspondent writes, regarding 
one economy in his bank : “On all foreign 
mail, we carry one step farther the prin- 
ciple of combining the entire day’s mail 
to each correspondent. Instead of being 
dispatched at the end of each day, such 
mail is held for the departure of mail 
boats or connecting trains.” 


4 Birthdays 


The Union Dime Savings Bank, New 
York, celebrated its 80th birthday with 
a dinner on April 13. Guests of honor 
were presidents of three other New 
York City savings banks which are 
also celebrating their 80th anniversaries 
this year. These bank officers appear in 
the picture below. Left to right: William 
L. DeBost, president, Union Dime Sav- 
ings Bank; William R. White, superin- 
tendent, New York State Banking 
Department; Philip A. Benson, president, 
Dime Savings Bank of Brooklyn, and 
President, American Bankers Associa- 
tion; Henry J. Cochran, president, 
Franklin Savings Bank; Charles G. 
Edwards, Central Savings Bank. 


Bank Party 


A party for the bank’s personnel was 
given recently by Ernest F. Ladd, 
president, The Merchants National 
Bank of Mobile, Alabama. Mr. and 
Mrs. Ladd entertained their guests in 
their home. There were about 200 
(CONTINUED ON PAGE 12) 
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Barricading Men and Profits 


On anarrow framework, over waters 
infested with barracuda, 1000 men 
built the bridge-and-island highway 
26 miles from Florida’s tip to Key 
West. Far from any point of safety, 
they were menaced by tropical hur- 
ricanes that would deal destruction a 
few hours after the first warning. 
200 men were killed building the 
railroad that preceded this highway. 
Yet on this job (seven of whose nine 
contractors were insured by Ameri- 
can Mutual) not a life was lost. 
Why? Because the contractors and 
American Mutual safety consultants 
planned in advance how to minimize 
all conceivable hazards—guards 
against falling into the water and 


American Mutual Liability Insurance Company 


Home Office: 142 Berkeley Street, Boston, Massachusetts 


speedy rescue methods — truck and 
motor boat evacuation of workers 
upon warning of hurricane. 

This remarkable job, though unlike 
any other we have tackled, is truly 
typical of our safety work. Factory, 
store or construction project, the safe- 
ty planning is tailor-fitted to specific 
needs. Accidents are prevented and in- 
surance rates are frequently reduced. 

Asecond profit for employers is pro- 

vided by doctors trained in industrial 
work, oftenreturning val- 
ued men to their jobs. 
Third isthecash dividend 
that has saved all policy- 
holders 20% or more of 
premiums for 51 years. 


American Mutual 


BRANCHES IN 57 OF THE COUNTRY’S PRINCIPAL CITIES 


from Hurricanes and Barracuda 


Banks with strict requirements will 
find our associated company, Allied 
American Mutual Fire Insurance 
Company acceptable. 

Assets: $1,016,312.68 
Liabilities: $491,344.69 
Surplus to Policyholders: $524,967.99 
As of Dec. 31, 1938 


Policyholders’ dividends on fire in- 
surance have always been 25% or more. 


Address Dept. B-2, 142 Berkeley Street, 
Boston, Mass., for a copy of “How Twelve 
Companies Made $1,461,939.01” 


profits with 


Clients of your bank will see this advertisement in Business Week, Fortune, Nation's Business and Time 
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HEAD OFFICE, MONTREAL ASSETS OVER $900,000,000 


LO AMERICAN 
WITH INTERESTS IN CANADA 


Complete correspondent service in all parts 

of Canada through more than 600 individual 

branches. Credit information and assistance in 

arranging trade connections available through 

our Business Development Department. 
Enquiries invited. 


THE ROYAL BANK OF CANADA 


AN INTERNATIONAL BANK SERVING 29 DIFFERENT COUNTRIES 
New York Agency, 68 William Street 


* 


CENTRAL 
National Bank 
& Trust Company 
Des Moines 
Member Federal Deposit Insurance Corp. 


(CONTINUED FROM PAGE 10) 


present—officers, directors, employees 
and their wives. This is the second year 
that the party has been held. Below, a 
group enjoying refreshments. 


Inactive Accounts 


A communication from Haynes Mc- 
Fadden calls attention to the excellent 
article that he plans to publish in the 
May issue of The Southern Banker. The 
manuscript concerns the safeguarding 
of inactive commercial accounts and 
describes a method that has been found 
effective in the First National Bank of 
Atlanta. The article, written by William 


| C. Adamson of that bank, is well worth 
| the attention of bankers everywhere. 


Auto Financing 


Lehman Plummer, vice-president, 
Central National Bank and Trust Co., 
Des Moines, Iowa, has written a letter 
regarding bank automobile financing 
to Milan V. Ayres, secretary, National 
Association of Sales Finance Compa- 


| nies. Mr. Plummer has permitted BANK- 


ING to reprint the following excerpts, 
which will be of interest to readers: 

“Automobile and financing trade 
journals are carrying an increasing 
volume of news items aimed at the 
entrance of banks into the automobile 
financing field. A great majority of this 
propaganda is of the hate inspiring type 
with which we are becoming so familiar, 
due to its wide usage by labor factions, 
governments, etc. However, it is dis- 
tressing to see the large, apparently 
well managed finance companies use 
such tactics against their financial allies 
who have, and still do, make their 
operations possible. 

“A great deal of the material pub- 
lished is more harmful to the finance 
companies and dealers than to the 
banks, although all is aimed directly 
at the banks. For instance, on page 2 of 
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the Automotive News dated Saturday, 
February 11, there is an account of the 
annual convention of the Automotive 
Trade Association for a large western 


state. The article states that one of the |- 


talks was given by the district manager 
of one of the country’s largest finance 
companies. In this talk this party gave 
some remedies for meeting bank com- 
petition. One of these remedies would 
be for the dealer to cut the salesman’s 
commission on bank deals. What an 
intelligent solution! Most people who 
make financing arrangements with a 
bank do so on their own initiative and 
without the salesman’s advice, and still 
the poor underpaid salesman, who al- 
ready has a struggle for existence due 
to unsound trade practices developed 
by the dealers and factories, should be 
the one to suffer. 


NO HARM IN FAIR COMPETITION 


“YOUR article states that most banks 
charge the buyer the same rate as is 
charged by finance companies. In this I 
agree, and if the bank does not charge 
such rates, certainly it should not con- 
tinue its financing activities. I have no 
brief for any bank that will cut rates 
below those offered by the large na- 
tional finance companies. Proper service 
and protection cannot be given by any 
financing institution without these rates, 
and such rates should easily be justified 
by the service rendered. By the same 
token I cannot see any cause for alarm 
by the financing companies if equal 
rates are maintained, any more than if 
new financing companies should be 
started on the same basis. I believe that 
banks which do not get these rates will 
be unable to set up proper reserves and 
will eventually discontinue handling 
this business. However, banks which 
handle this business on the proper basis 
are in the picture permanently and this 
fact might as well be recognized by all 
concerned. A program of cooperation 
would be much more profitable and 
conducive to good will than the present 
program of the doctrine of hate. Cer- 
tainly the finance companies cannot be 
any too proud of the rate that they 
allow the banks on their own borrowings 
whether on straight notes or collateral 
trust notes. 

“The suggestion that the type of 
publicity mentioned above might be 
harmful rather than helpful represents 
purely personal opinions of the writer, 
as is also true of the other opinions ex- 
pressed. I am also mindful of the fact 
that these opinions, if published, will 
be the target for much criticism, which 
is probably as it should be.” 
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ARE STRONG AND 
ECONOMICAL, TOO! 


There’s a big demand for paper that can stand 
the gaff of the banking business. Too many 
grow old before their time; too many tear too 
easily, wrinkle early and lose their color. 

Not so with Permanized Papers. 

Permanized Papersare outstanding for letter- 
head and ledger use. They offer you the maxi- 
mum in distinctive appearance, appealing feel 
and “crackle,” durability, printability and per- 
manence. 

Write us for samples of paper which assures 
top quality at the lowest cost consistent with 
the safety and good taste required of a fine 
financial institution. 


Manufactured Exclusively by 
WHITING-PLOVER PAPER CO. 


Stevens Point, Wisconsin 
71-73 Murray St., New York City 
BOND PAPERS « LEDGER PAPERS 
THIN PAPERS 
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EWERAL MOTORS ACCEPTANCE CORPORATION 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide affiliates : CADILLAC. 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC, CHEVROLET automobiles; 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 
and heating equip- 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


INSTALMENT 
PLAN 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom- 
modation, GMAC issues one stan- 
dard form of note. This obliga- 
tion it ofters to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK + BRANCHES IN PRINCIPAL CITIES 
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1. One Southwestern banker asks his tellers 
to report every day the news they have heard 
which he could use in the bank’s behalf: “Alex 
Fenton’s mother is sick.” (Alex is a good cus- 
tomer.) “Reliable Oil Company is going to 
open a local branch. A friend of mine is being 
transferred here.” Then — and this is the 
stroke of understanding—he reports back to 
the teller: “Mr. Garrett took some flowers over 
to Mrs. Fenton at the hospital.” “We're going 
to get the Reliable Oil Account—we got after 
it before any other bank did.” 

2. A small thing — but be sure to have a 
public telephone available in or near your 
lobby. If a customer has been delayed in your 
bank, he may wish to adjust his schedule. He 

appreciate your having a telephone handy 

‘or him to do so. 

3. Adopt a standard procedure for handling 

l requests for supporting charity and frater- 
affairs — programs, etc. Put one man in 

ge of this and refer all these requests to 

n. This is important. We know of banks 
re one officer will refuse such a request 

n one organization, while another officer 

ides to a similar request from another or- 

Weation ... or even from the same one! 

‘3 If your fountain pen didn’t work just 
‘A you most wanted it to, you’d become at 
\i ildly annoyed. Perhaps your customers 


O HELP banks win the good will of their com- ships and stronger ones, we suggest that you send 
munities, The Todd Company recently asked a for your copy today. A coupon is attached, for your 
group of public relations men to prepare a new kind convenience. 


of booklet, to be offered gratis to bankers. (The Todd Company is a natural sponsor for such 


It includes exactly what the title indicates, and a booklet; its checks, check-writing machines and 
nothing more: “Two Dozen Ways To Make Friends other products make friends for banks, by providing 
For A Bank.” If your bank can use more friend- quality and protection to customers.) 


TODD COMPANY, INC. 


University Avenue @ Rochester, New York 
Please send me a copy of “Two Dozen Ways To Make Friends For 
A Bank,” without charge or obligation. 


Name___ 


ROCHESTER NEW YORK 
OFFICES IN ALL PRINCIPAL CITIES 
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Financial Service 


for 


CUSTOMERS 


Today the Bank of Montreal 
is better equipped than ever 
before in the i21 years of its 
history to render prompt and 
efficient service in any phase 
of banking. The Bank pays 

articular attention to the 
of financial business 
in Canada for American banks, 

firms, corporations and 
individuals. 


BANK OF 
MONTREAL 


Established 1817 


TOTAL ASSETS IN EXCESS OF 
$850,000,000 
New York Agency: 64 Wall Street 


MY JOB‘’S 
TO KEEP 
OLD RECORDS 


LIBERTY RECORD 
STORAGE BOXES 


Protect your inactive business records 
‘ against loss or damage with Liberty 
Storage Boxes. 


They cost but a trifle, yet keep all records 
safe, clean, orderly, available when needed. 
Come collapsed. Set up 
instantly. Stock sizes 
for every standard 


FREE 
Sample! Write SAMp LE ! 


on your letterhead! 


BANKERS BOX CO. 


534 So. Clark Street Chicago 
Sold by Leading Stationers 
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| Syracuse Birthday 


The First Trust & Deposit Co., 

| Syracuse, N. Y., celebrated its 70th 
birthday recently. The lobby (below) 

| was appropriately decorated. Shown in 
| the picture is one of the exhibits—new 
| and old safe deposit boxes. Azalea 
blossoms were used throughout the 


Three-Quarter Mark 


When the First National Bank of 
| Memphis, Tennessee, held a reception 
in its lobby on the occasion of its 75th 
birthday, more than 15,000 customers 
and friends of the bank responded to 
invitations. The institution was forced 
to extend its open house through Sun- 
day, the day following the beginning 
of the celebration, in order to accommo- 
date the large crowds. Below, a view of 
the lobby decorated with flowers. 


Thank You 


To the Editor: 

It is gratifying to see a reproduction of 
one of our ads in your March issue, and I 
wish to thank you for the compliment. 
It is encouraging to have one’s efforts rec- 


ognized, especially by a publication of 

the high standard BANKING maintains. 
L. SAMMIS 
Assistant Secretary 
Camden Trust Company 
Camden, N. J. 


COMMERCIAL 


INVESTMENT 
TRUST 


INCORPORATED 


COMMERCIAL INVESTMENT 
Trust Incorporated, with 
capital and surplus in excess 
of $57,000,000, provides a 
nation-wide sales finance ser- 
vice through subsidiary com- 
panies with a network of 
branch offices throughout the 
United States. This service, 
which consists of purchasing 
self-liquidating accounts, ex- 
tends to automobile dealers, 
household appliance dealers, 
and to manufacturers and 
dealers in many lines of indus- 
trial, commercial and profes- 
sional equipment, including 
the heavy goods industries. 


C. I. T. offers its stand- 
ard notes for short term 
accommodation in varying 
amounts from $1,000 to 
$100,000, in maturities from 
60 to 270 days and at cur- 
rent discount rates. These 
notes are payable at any of 
our 279 depositary banks 
located in principal cities 
throughout the country. 


Latest published financial 
statement and list of depositary 
banks willbe mailed uponrequest. 


ADDRESS 


Treasurer, 
Commercial Investment 
Trust Incorporated 


1 Park Ave., New York, N.Y. 
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Sterling and American Trade 


ocean has been expressed in many 
quarters that the continued flow of 
gold from Europe, especially from 
Great Britain, may soon endanger if not 
destroy the so-called tripartite gold 
agreement by forcing sterling to a lower 
level. This is not an academic question. 
A lower level of sterling will have an im- 
mediate and disastrous effect upon 


price levels in the United States, espe- 
cially for export commodities such as 
grain, cotton and other staples. Total 
shipments of gold from Great Britain 
represent rather a clearing of balances 
or capital remittances from the whole of 
Europe so that the import of around a 
billion dollars of the yellow metal into 
the United States from the United 


It’s a fascinating sight —the inside 


Kingdom since last September may 
mean much or little, since much if not 
most of such shipments may be counter- 
acted by corresponding imports of gold 
in London. 

Net exports of metal from Great 
Britain, however, continue to be discon- 
certing. It will be remembered that the 
gold stock of the British Exchange 
Equalization Fund was reduced from 
approximately $1,500,000,000 to $760,- 
000,000 between March and September 
30, 1938, while net gold shipments from 
Great Britain during the last quarter of 
last year amounted to $373,405,000. If 
all such shipments were charged to the 
equalization fund the latter would have 
been reduced to $387,000,000. Esti- 
mates of the condition of the fund early 
in January placed the gold holdings at 
even less than that amount. In January 
gold was transferred by the Bank of 
England to the equalization fund in the 
equivalent of $1,650,000,000, presum- 
ably raising the total gold holdings to 
around $2,000,000,000. This total would 
seem to be ample to cover all probable 
drains upon the equalization fund for a 
long time. As an important factor in the 
situation private gold hoards in Great f 
Britain early this year were estimated at 
$750,000,000. 

Net exports of gold from Great Brit- 
ain in January, however, totaled $29,- 
948,000; in February, $148,005,000; and 
in March, $259,994,000, figures for 
February and March being preliminary 
but approximately correct. The total is 
$437,947,000. Shipments in April con- f 
tinued at a similar disconcerting rate. [ 
How much of this gold came from the 
equalization fund and how much from | 
private stores is unknown but, from 
whatever source, the effect of a con- 


tinuation of the drain needs no elabora- ff 


Take My Purse, Sam, Until I Sober Up 


of a telephone central office where your 
telephone may be connected with the 
whole Bell System. 


Would you like to know more about 
the telephone and what happens when 
you make a call? 


Your Bell Telephone Company will 
be glad to show you. Visitors are wel- 
come and we believe you will have a 
most interesting time. Why not call 
the Business Office and arrange a visit? 


BELL TELEPHONE SYSTEM 


wy You are cordially invited to visit the Bell System exhibit 
at Golden Gate International Exposition, San Francisco = 
BY THOM 
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but at no profit to you, of course.” 


S a dealer, you are familiar with 
A the customer who wants to 
eliminate every middleman’s profit 
—except his own. Your profit is the 
payment you receive for manage- 
ment, sales, and service costs in your 
establishment. Cut these out and 
automotive progress would be in a 
permanent Model **T’’ stage. Fortu- 
nately, most customers know this. 
And they know that the automotive 
industry provides the peak demon- 
stration of American efficiency and 
economy. So the great majority 
gladly buys through you knowing 
that your small profit is returned to 
them many times over in service, 
convenience, and security. 


When the automobile dealer buys in- 
surance from the experienced agent or 
broker of a stock insurance company, 
he does not say ‘‘$50.00 worth of 


insurance, please.’’ He asks for and 
gets the advice and full services of 
an expert purchasing agent in the 
complex insurance field, like himself 
an expert middleman. No worries 
about uncovered risks that might 
wreck a business. 


* * * 


Because we believe so thoroughly in 
the services of an expert middleman 
whether automobile dealer, service 
station, or insurance agent or broker, 
we refuse to accept business direct 
because it is not in the interests of the 
Company or the assured to do so. 
When you buy National Surety Fidel- 
ity Bonds, Surety Bonds, Burglary or 
Forgery Insurance through your local 
insurance agent, you deal with a cus- 
tomer and friend who is a fellow 
member and supporter of the Ameri- 
can Business System. 


@ This is a reprint of 
an advertisement of 
a stock-insurance 
company directed 
to the independent 
business men in 
the automotive field 
in your city. 


The commercial bank, 
like the automobile 
dealer, is a middle- 
man. Its customers 
and its directors are 
chiefly independent 
business men — rep- 
resentative of the 
American Business 
System. 
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VINCENT CULLEN, President 
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CORONA PORTABLES 


Mr Executive. 


your secretary 
should find here 


many hints 
helpful to her... 


and to you. 


may we send her 
a copy with our 
compliments ? 


THE NEW SG 
LCOSMITH 


L C SMITH & CORONA TYPEWRITERS INC 
Desk 5, 175 Almond Street, Syracuse, N.Y. 


Please send a copy of your booklet ‘Tips to typists’’ 
to my secretary. 


State. 


—“SPEEDLINE” AND “ZEPHYR” 


tion. Yet a continuation of net exports 
seems inevitable in view of Great 
Britain’s heavy purchases of foreign 
materials in its rearmament program, 
not to mention the exports of capital 
resulting from recurring war crises in 
Europe. 

Apparently it will be some time be- 
fore the prospective reduction in British 
gold stocks will reach the danger point, 
but in view of possible eventualities in 
Europe it seems hardly likely that the 
British Government will permit the 
danger point to be reached before tak- 
ing over private gold stocks, declaring 
some sort of an embargo on the export 
of gold, and permitting the pound to fall 
to a new level under a regime of closely 
controlled exchange. 

It is possible that in such an event the 
tripartite agreement might be continued 
with a new value of sterling as was the 
case in recurrent revaluations of the 
French franc, but such a new arrange- 
ment would not avoid the depressing 
effect upon American trade and prices 
nor the shock to world economy in gen- 
eral which a lower value of the pound 
and the currencies of the sterling bloc 
would entail. 

So long as current trends continue 
there is a prospect of the development 
of a situation similar to that which 
forced Great Britain off the gold stand- 
ard in 1931 with a world reaction not 
yet ended. It must be realized, of course, 
that in this situation the London gov- 
ernment finds itself unable to follow any 
other course than the one it is pursuing. 
As a matter of fact it is handling its af- 
fairs with the skill for which British 
finance has long been famous. It is evi- 
dent, however, that when the pound was 
formally devalued in January the Brit- 
ish people entered upon a new financial 
policy of historic importance. In the 
international situation of today it may 
be forced to go much further. 

G. E. A. 
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THE CRITERION OF SAFE INVESTMENTS 


To the men engaged in the Banking business, 
investment is an important issue. They know by 
experience the value of accurate selection of se- 
curities best adapted to their depositors’ funds. 
Their first consideration is the choice of safe and 
reliable investments which can meet their de- 


mands unfailingly. 


It is natural, therefore, that a large number of 


Bankers and business men, when selecting their 


COMMERCIAL UNION ASSURANCE ComPANY. LTD. 
AMERICAN CENTRAL INSURANCE COMPANY 
COLUMBIA CASUALTY COMPANY 

CHE PALATINE INSURANCE COMPANY. LTD. 


insurance carrier, look upon the COMMERCIAL 
UNION GROUP as one of the strongest and 
most reliable Organizations in the world. The 
COMMERCIAL UNION GROUP is a crite- 


rion of safety. 


Amply financed, ably managed, renowned for 
honest dealing, the COMMERCIAL UNION 
GROUP has provided sound insurance protec- 
tion to individuals, to industry and to business 
for many years. 


N GROUP 


tué OCEAN ACCIDENT & GUARANTEE CORPORATION LID. 


CHE BRITISH GENERAL INSURANCE COMPANY, LID 
UNION ASSURANCE SOCIETY. LIMITED 
Tite COMMERCIAL UNION FIRE INSURANCE COMPANY 


THE CALIFORNIA INSURANCE COMPANY 


NEW YORK Cn ICAGO 


ATLANTA SAN FRANCISCO 


(STOCK COMPANIES) 


HEAD OFFICE 
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ONE PARK AVENUE, NEW YORK, N.Y. 
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Moody’s Bank Supervisory Service rests squarely 
on the principle that “your investment problem 
is different” . . . that the investment problems of 
banks are as unlike as the communities and de- 
positors they serve .. . that two banks in the same 
city may not be equally well guided by the same 


investment advice. 


That is why when you subscribe to Moody’s 
Bank Supervisory Service your investment policy 
will be considered in terms of the nature and 
amount of your deposits, your seasonal needs for 
cash, your opportunities for expanding loans, 
your need for income and your present capital 


and investment position. 


Then, and only then, can your bank’s personal 


counsellor apply the conclusions of Moody’s staff 


of security analysts to develop a program that 
will give you a maximum of protection and 


income in today’s sensitive bond markets. 


Obviously, no investment counsel can create 
investment opportunities that do not presently 
exist. Nor can any group completely remove the 
hazard of capital losses should money rates 
harden. But a mature group of investment spe- 
cialists, with the time and resources such as 
Moody’s Bank Supervisory Service gives your 
bank, will normally achieve greater protection, 


liquidity and yield than one man working alone. 


We would like to discuss with you how inex- 
pensively Moody’s Bank Supervisory Service can 
give you the protection you seek. Your inquiry 


involves no obligation. 


Moopys INVESTORS SERVICE 


JOHN MOODY, President 


65 BROADWAY, NEW YORK CITY - 
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Banking Takes the New Road 


By E. E. AGGER 


Dr. Agger is a member of the faculty and Associate Director 
of the Graduate School of Banking conducted by the American 
Bankers Association at Rutgers University, New Brunswick, 
N. J. He is also Professor of Economics and Director of the 
Bureau of Economic and Business Research at Rutgers. 


MERICAN banking has passed that enigmatical point 
called the “cross roads” and is now heading down a 
new road. That our bankers are aware of this signifi- 

cant fact and are straining their eyes to see where the new 
road leads is attested by the American Bankers Association’s 
study on The Earning Power of Banks and by W. Randolph 
Burgess’s speech at the New York Regional Conference on 
Meeting Public Needs in Banking. The effort is being made, 
in the light of almost revolutionary changes that have come 
upon us, to reappraise the nature and demands of the broad 
task that, in our economy, banks have assumed. 

In a sense this is nothing new. The whole development 
of banking from Greek times down to our own shows that it 
has had constantly to adapt itself to changing economic 
conditions. Our own banking history from colonial times 
down to date, and especially since the Civil War, is a con- 
vincing record of the adaptability of American banking. 
What is new is the scope and intensity of the changes which, 
inside and outside of banking, have come so rapidly and 
which now demand the heart-searching reappraisal implied 
in Dr. Burgess’s address. 

Such a reappraisal, it is believed, will indicate some of the 
lines along which readaptation of our banking procedures may 
be helpful to the public, and, at the same time, profitable 
to our banks. 

First of all might be mentioned the further integration 
and unification of the different types of banking. In the past 
we have tended to develop along specialized lines. Working- 
capital, investment-capital, “intermediate’’-financing and 
consumption-financing needs have largely tended to be met 
by separate institutions. 

The logic of our general economic procedure today re- 
quires no such sharp differentiation. The funds that flow 
into our commercial banks, and which as a whole constitute 
their deposit liabilities, are destined for all sorts of uses. 
Increasingly, our commercial banks constitute the great 
“sump” into which the gross income-funds of the nation 
flow, and whence they are distributed to the whole gamut 
of uses that are embraced in the American business system. 
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Consequently, in the application to use of such funds, there 
appears no logical necessity that the banks confine them- 
selves to a narrowly delimited section of the whole area. 

The recognition of this fact implies that we should gradu- 
ally relax the rigid controls that, through legal enactment 
and administrative supervision, we have applied to the indi- 
vidual operations of our banks. Obviously, there is implied 
also the elimination of competitive governmental jurisdiction 
and the unification of the whole system of administrative 
regulation and supervision. So far as governmental supervi- 
sion is concerned, emphasis should be placed on the banker’s 
broad responsibility for the handling of his operations rather 
than on the multiplication of the rules and regulations that 
are imposed on him. 


FLEXIBLE AND ADAPTABLE 


OF course, this implies a considerable readjustment in 
bank management itself. The keynote of the new manage- 
ment must be flexibility and adaptability. Its foundation 
must be as complete as possible an understanding of the 
whole economic process and, in particular, of the functions 
of banking in the execution of that process. It may require 
the reappraisal of our whole credit procedure. There are, for 
example, few students who would defend the logic of our 
present mercantile credit procedure under which manufac- 
turers, jobbers, etc., are forced to encroach upon the banker’s 
domain of credit extension and who, through “credit de- 
partments” of their own, undertake to say to whom, where, 
how much and for what purposes credit shall be extended. 
The development of the use of the bankers’ acceptance as a 
supplement of the cash discount system, rather than the 
use of the open-book account, would, in our internal trade, 
put the responsibility for the extension of credit where it 
belongs, namely, on the banker. But, apart from particular 
considerations, it is apparent that, in general, rule-of-thumb 
methods must be disregarded and management policy must 
grow out of a thorough understanding of the background of 
all the bank’s accounts and of the economic activities of the 
community of which it finds itself a part. 

The future of banking depends thus primarily on the future 
banker. He must be better and better prepared for his im- 
portant task. Bank officership must be preceded by an 
adequate professional education as well as more technical 
training. The bank officer, like the doctor or lawyer, must 
maintain a lively interest in the progressive development 
of the science of his calling. 
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How to Pick the Right Bonds 


A frequent contributor to BANKING, Mr. COLLINs is a noted 
newspaper writer and financial authority. He is Associate 
Financial Editor of the New York Herald Tribune. 


7 \ JE hear a great deal these days,” said an old-time 
banker recently, “about changes in banking prac- 
tice. Superficially, I suppose this is true. Bank in- 

vestments are, of course, tremendously more important than 

they used to be. But as I see it, this is not a fundamental 
change. As I see it, bank investments, after all, are merely 
bank loans made to strangers.” 

Many banking leaders appear to have arrived independ- 
ently at this same general conclusion in the last few months. 
At any rate, there is in progress at the present time a wide- 
spread investment education campaign which may be said to 
stem directly from this homely philosophy. This campaign 
has taken an interesting form in New York State, under the 
sponsorship of the New York State Bankers Association, but 
the movement is much wider geographically. Indiana, Min- 
nesota and other states have done some excellent pioneering 
work with investment problems. The State Associations of 
Massachusetts, Connecticut and Pennsylvania are already 
planning to duplicate the New York experiment in their 
respective territories, and others are expected soon to follow. 
Moreover, while the movement is expanding, it also promises 
to be developed more intensively. Thus, in New York State, 
plans are now afoot to carry out the educational campaign 
on the basis of smaller territorial units, through such agencies 
as county banking organizations. In this way the fruits of 
the program, thus far confined of necessity to a compara- 
tively small number of the state’s bankers, will be made 
available to all who care to take advantage of them. 


ESSENCE OF THE PROGRAM 


TO say that the philosophy behind the New York experiment 
is that “investments are bank loans to strangers”’ is true, 
but it can be narrowed down further than that. What the 
New York State association, through its bond portfolio 
committee, is preaching is this: ““Too many bankers today 
are ‘making loans to strangers’ on the say-so of other strangers. 
The time has come to learn to make these loans on the same 
basis that we make loans to our regular bank customers—to 
apply our own judgment as to their merit and appropriate- 
ness; not someone else’s.”’ Or, as Adrian M. Massie, chairman 
of the committee, has put it, “Our task is to streamline and 
renovate the old methods of credit analysis by the use of 
ratios, and adapt them to the study of bonds.” 

How has New York State, undertaking this constructive 
work of educating its members in the principles and prac- 
tices of bond investment, gone about its work? 

Its program may be divided into three parts. First, an 
elaborate series of lectures was prepared—16 of them in all 
—covering specific phases of the problem. Twelve of these 
lectures have now been given, in three meetings in February, 
March and April; the last four are scheduled for delivery on 
May 15. Second, the banks were asked to cooperate with the 
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committee by furnishing certain statistical material covering 
their own investment experiences. Each bank was sent a 
questionnaire, consisting of a simple, condensed, balance 
sheet and income account for the years 1923-1937, and a 
more detailed one for 1938. No names were put on the ques- 
tionnaire. Six months after these data have been prepared 
they will be made the basis of a comprehensive analysis. 
Meanwhile, it is hoped that their preparation, coinciding as 
it does with the lectures on investment principles and prac- 
tices, will reveal effectively to the bankers the changes that 
have occurred in the banking business in the last 15 years 
and what effect these changes have had on their institutions. 

The third phase of the program consists of providing 
statistical “yardsticks” which bank investment manage- 
ments may use in ascertaining the suitability of individual 
security issues for their portfolios. This is a direct attempt to 
tie up investment with loan procedure. When a banker picks 
up the balance sheets of a company which is seeking a loan, 
for example, he automatically looks for the amount of cur- 
rent assets and current liabilities. If he finds the ratio is 
better than 2 to 1 he next looks to see if there is enough cash 
to meet all current liabilities. Here he is subconsciously, if 
not consciously, looking for a ratio of 1 to 1. Again, if a 
banker is considering a mortgage loan to a customer he 
thinks of a figure 50 to 60 per cent of what might be consid- 
ered a conservative valuation of the property. 

The committee has been working for several months with a 
statistical organization with the objective of developing a set 
of working ratios or quality tests for the various types of 
bonds purchased by banks. Thus far the ratios have been 
worked out for oil bonds, electric utility bonds, railroad 
bonds and municipal bonds. During the Summer the com- 
mittee will continue to work with this organization with the 
ultimate objective of covering all of the branches of industry 
that should be included. A bulletin of explanation for these 
ratios is being prepared and copies, when available, will be 
sent to those desiring them. Meanwhile, the statistical organ- 
ization will prepare at reasonable rates test sheets showing 
the corresponding ratios of individual issues. Eventually it is 
hoped to include all active bonds that are eligible for bank 
investment under the regulations. In discussing one of the 
more practical aspects of this part of the program, Mr. 
Massie declared: “‘ Naturally this service cannot be provided 
unless there is a demand for it. It is the problem of the com- 
mittee to create such a demand. If the necessary interest is 
indicated we are prepared to offer a service to banks and 
others that even the smallest institution can afford.” 


HOW THE TEST SHEETS WORK 


THE distinction should be clear between what are referred 
to as “test sheets” and individual company ratio sheets. 
The test sheets supply a general guide for the consideration 
of individual issues within a given category of bonds. Because 
of essential differences in the character of the business, the 
ratios for oil companies, utility companies and railroads 
naturally vary. The essential ratios of an oil company may 
be cited, however, as a typical example. The oil company 
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VKING 


By EDWARD H. COLLINS 


“test sheet’? shows that fixed charge coverage should be six 
to one; that current assets to current liabilities should be 300 
per cent or better; that net working capital to funded debt 
should be 150 per cent or more; that cash to current liabili- 
ties should be 100 per cent or more; that funded debt to net 
property should be less than 30 per cent; that depreciation 
and depletion to interest charges should be 500 per cent or 
more; that depreciation and depletion to gross revenues 
should be 10 per cent or more; that funded debt to market 
value of total capital should be less than 25 per cent, and that 
net income to gross revenues should be 8 per cent or more. 

Four of the 12 lectures that have been given to date by the 
experts of the Bond Portfolio Committee have been devoted 
to the four completed types of test sheet. In the seventh 
lecture Edward H. Leslie, of Wood Struthers and Company, 
talked on How to Analyze an Industrial Bond, and discussed 
how the various ratios were arrived at, illustrating his dis- 
cussion with lantern slides of the test sheet. J. E. Morris of 
the City Bank-Farmers Trust Company followed the same 
procedure in the eighth lecture, devoted to public utility 
bonds, while the ninth and tenth talks, by Mr. Leslie and 
John S. Linen of the Chase National Bank, respectively, 
covered railroad and municipal bonds. 


THE LECTURE SUBJECTS 

OF the 16 lectures in the series of the New York State Bank- 
ers Association, about half may be said to deal with the 
technical problems and half with the principles of invest- 
ment. In addition to the four talks dealing with the four 
representative types of bonds, other technical discussions in 
the series included, or will have included, the following: 
Records of a Bond Portfolio, Statistics of a Bond Portfolio, and 
How to Sell Undesirable Holdings. In the field of general 
principles, the subjects covered are: Operating Problems of a 
Bank; Cost of Money and the Investment Problem; Statement of 
Principles (two lectures); How to Buy a Good Bond; How to 
Analyze and Study the Bond Market; How to Analyze and 
Study the Money Market, and How to Make Banking a 
Profession. 

To undertake here to recapitulate the 16 lectures of this 
series is, of course, out of the question. These lectures aver- 
age 5,000 words apiece, which means that they run to some 
80,000 words altogether, or material for a sizable book. 
However, to the extent that there was a general keynote to 
the series, then it may be said to have been sounded by 
Stephen M. Foster, of the City Bank-Farmers Trust Com- 
pany, in his lecture on The Cost of Money and the Investment 
Problem, and by R. L. Garner of the Guaranty Trust Com- 
pany of New York in his two talks on The Principles of 
Investment. The most serious mistake made by the banks in 
the twenties, Mr. Foster pointed out, was that they regarded 
customer interest payments as fixed charges, no matter 
what those interest charges happened to be. On that assump- 
tion they set up a bond portfolio which would give them 
sufficient earnings to cover these charges. ‘“‘This,” said Mr. 
Foster, “put the cart before the horse. And it was where our 
banking troubles began.”’ 
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Mr. Foster suggested a “simple rule of thumb” for putting 
into effect what he regards as a fundamental investment 
policy. ““We suggest,” said he, “that to your fairly accu- 
rately known income from loans, and your fairly accurately 
known ‘miscellaneous’ item you add a conservative yield on 
your bond account, which at the minute we may take as, 
say, 2 per cent. The sum of these three items should be con- 
sidered as your gross operating income. From that total de- 
duct all items of operating expense other than interest on 
deposits. Now consider that the next charge against income 
is a reasonably adequate provision for losses and return on 
capital. We suggest that 69 of 1 per cent would be proper 
for this. The balance should be considered as the basis for 
determining what interest should be paid on deposit ac- 
counts. This does not mean that interest payments should 
necessarily equal this residual sum; but we do suggest that in 
no case should an amount greater than this residual sum be 
paid out.” 

Among the more important elements requiring analysis in 
laying out an investment plan, Mr. Garner observed, are: 
The general type and character of the bank’s business; the 
character of its deposits; the volume and character of loans, 
and the income produced thereby; and the bank’s capital 
position. These are aspects of the problem relating to the 
bank itself. In addition, attention must be given to general 
economic and political conditions. ‘We cannot expect to be 
trained economists,” said the speaker, “but we can use such 
common sense as we possess to form certain judgments as to 
the general trend of events.” Having made a general survey 
of conditions within and without the bank, said the speaker, 
and having worked out a written policy, the institution 
should proceed in accord with four principles: (1) It should 
fix responsibility for carrying out its program on one officer, 
who should use such outside advice as he requires; (2) it 
should provide for liquidity through a secondary reserve 
account of prime short term securities readily convertible 
into cash; (3) it should provide for additional required in- 
come through an investment account of longer-spaced 
maturities, and finally (4) it should amortize all investments 
and use the profits to set up a reserve against depreciation 
and losses. 


Advantages to be Shared 


PERHAPS the most important characteristic of this campaign 
of the New York State Bankers Association to spread the gospel 
of sound portfolio management is to be found in the permanence 
and availability of so much of its work. This organization, be- 
cause it embraces geographically the country’s biggest financial 
center, is in a position to obtain the advice of outstanding 
specialists in the field of money, banking and investment. 
Fortunately, it has elected to generalize this great advantage. 
In the first place, all of the lectures will be obtainable, as well as 
the questions and answers that have followed at each session; 
and so also will the results of the study of the composite port- 
folio, to be completed some six months hence. Finally, every 
bank in the country that wishes will be able to make use of the 
“test sheets” and “company ratio sheets” which are to be pre- 
pared in cooperation with a statistical service. The materials are 
thus ready at hand for any banking group in the country— 
state-wide, county-wide, or city-wide—that wishes to launch a 
similar campaign in its own territory. 


Everybody’s Check Service 


By O. HOWARD WOLFE 


In November 1931, Mz. Woure, cashier of the Philadelphia 
National Bank, wrote, for the consideration of his associates in 
that bank, A Plan to Meet the Demand of the Small Deposi- 
tor for a Sound and Efficient Banking Service. This plan 
was the basic outline of the “ pay-as-you-go” checking system. 


IS seldom that any worth-while invention or notable 

| in human progress comes to us first in its full 

and complete capacity for usefulness. We accept the 

aeroplane as a means of transportation, but forget the long 

years that were spent in perfecting the internal combustion 
engine which makes human flight practical. 

And so I am inclined to think we bankers do not yet real- 
ize the significance and eventual development of a new type 
of public service, so new to us that we have not yet been able 
to decide upon a concise and clearly descriptive name for it. 
It is generally referred to as the “pay-as-you-go checking 
system”. We deal with it as just another way of adopting the 
service charge as an offset to increased expenses and loss of 
earning power. I think I can see so many possibilities in this 
plan that I should like to chart a sort of channel of thought 
so that in developing this public service to its ultimate capac- 
ity for usefulness, we may avoid some mistakes. The highly 
controversial question of exchange charges—another form 
of service charge—is a case that will illustrate what can hap- 
pen when an immediate self-interest is given full freedom 
without intelligent planning for the good of all. 

We must first understand that banks, without having 
realized, have for many years rendered a service which is in 
principle a public utility service. We may know the number 
of depositors and amount carried in savings accounts, de- 
mand accounts, and time accounts. What we do not yet 
know is what a breakdown of our demand individual deposit 
figure would show: how many individual, personal accounts 
as against business accounts; the average balance in these 
accounts, and the turnover or activity. But we know enough, 
each out of his bank experience and out of the management 
of his own fiscal affairs, to make some rather shrewd guesses. 
And not altogether that, because service charge surveys have 
given us a lot of useful information and hints. 


TWO ESTIMATES 


HERE is my estimate based on 40 years of intimate contact 
with the factors referred to. 

Sixty per cent of individual checking accounts (numbers, not 
dollars) are carried for the purpose of taking advantage of the 
deposit-and-check system of making payments and all the at- 
tendant convenience of using this, the most highly developed 
service rendered by American banking. 

Seventy-five per cent of these accounts (that is, the 60 per 
cent) carry balances averaging less than $200. 

In checking the accuracy of these estimates, remember 
they refer to individual depositors—not individual deposits. 
A very valuable project in research would be one which 
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would confirm or at least establish these statistics, which I 
have here hazarded as a fairly accurate guess, with the error 
on the conservative side. 

Thus far bank management has done little or nothing by 
way of methods, systems, rules or regulations in recognition 
of the obvious fact that there are four, not three, types of 
deposit: savings, time, demand, and shall we say, “utility”. 
There are just as good reasons for a division of these two 
types of demand deposits as there are to distinguish between 
savings or thrift accounts and other special time accounts. 


PAYING AS YOU GO 


THE enterprising and alert bank officer will at once be 
struck by the opportunities for economy presented by the 
pay-as-you-go plan which do not in any way reduce the qual- 
ity or scope of the service rendered the depositor. For here is 
a plan that can be adapted not only to the needs and habits 
of the customer, but to the best interests of the bank as well. 

I would not be so rash as to say that no bank would ever 
be justified in adopting this plan unless it could be assured 
of at least 1,000 pay-as-you-go accounts, but I am inclined 
to think it is so. Mistakes will be made, and have been made, 
in carelessly accepting every applicant for this service. 

Analysis reminds us that the cost accountant appears not 
to have orientated himself yet as to the fair estimate of costs 
with which the new system should be charged. The late Alex 
Dunbar, of Pittsburgh, preferred “stop-loss” to the better 
known terminology “service charge”. The pay-as-you-go is 
well adapted to fill the réle of a by-product to commercial 
banking somewhat like the amortized personal loan. It per- 
mits the use of otherwise idle time and waste space. 

I would not want to have these suggestions construed as 
reflecting on the validity or soundness of service charges, the 
necessity for which is being more generally accepted now 
than in more prosperous times. 

And now a word in conclusion. I said at the beginning we 
must be careful not to develop this—to us—banking innova- 
tion without giving a thought to the future. I venture a 
prophecy. 

By limiting the amount of average balance that may 
legally be accepted in this type of account, say $300, we can 
accept the 100 per cent reserve theory and carry the off- 
setting asset in cash, Federal Reserve balances, and a certain 
proportion in Government bonds. I mention this not as a 
concession to those theorists who think they see salvation for 
the banking system only if we confine ourselves to ware- 
housing our demand deposits. Rather such an arrangement 
presents an alternative to deposit insurance. It automatically 
provides a form of “insurance” sounder in principle and 
practicability, the cost of which is borne directly by the in- 
sured and at a rate which is controlled largely by the de- 
positor himself. 

Another competitive alphabetical agency may yet arise 
if we take a short-sighted view of this opportunity which the 
bank holiday and the needs of the times have laid in our laps. 
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Making Good 


By R. G. 


The author is senior partner of the accounting firm of R. G. 
Rankin & Company. 


ECENT developments have focused the attention of 
the whole country on independent audits and audit 
procedure. Many individuals, whether qualified or 

not, have not hesitated to express their opinions on the ap- 
pointment of auditors, the rotation of auditors, and related 
subjects. Some of those opinions warrant consideration; 
others do not. Publicly expressed opinions tend to mo!d pub- 
lic opinion. For that reason, the writer believes the time has 
come to review and analyze some of the opinions, or sugges- 
tions, from a common sense, practical viewpoint. 

One suggestion has been the appointment of independent 
auditors by stockholders. That, of course, is the procedure 
followed in England under the provisions of the Companies 
Act of 1929. It has proved entirely practical in a country of 
small area where many stockholders can afford to attend the 
annual meeting and, as a result, manifest an active interest 
in the affairs of their company. While the procedure is just 
as desirable in the United States, there is a serious question 
as to whether it is feasible. 

In the United States, a corporation may hold its annual 
meeting in Delaware, and a majority of the corporation’s 
stockholders may reside in the western states. Few stock- 
holders can afford to attend the annual meeting. Probably 
for that reason American stockholders take slight interest, 
at least when compared with English stockholders, in the 
affairs of corporations in which they are stockholders. The 
stockholders’ lack of interest is evidenced by difficulty many 
American corporations experience in securing sufficient 
stockholders’ proxies to function at their annual meetings. 
The newspapers recently reported a large company which 
failed to get sufficient proxies to hold its annual meeting. 


STOCKHOLDERS AND AUDITS 


IN England, the auditor must attend the corporation’s an- 
nual meeting under the provisions of the Companies Act of 
1929. Stockholders attending the annual meeting have an 
opportunity of meeting the auditor and asking pertinent 
questions about the extent of the audit and the affairs of the 
corporation. While that procedure is also desirable in the 
United States, too few stockholders usually attend the an- 
nual meeting to warrant the auditor’s presence. Proxies can- 
not ask questions or form opinions. Under existing conditions, 
there is a real question as to how much the average stock- 
holder knows about the merits of the various accounting 
firms or auditors. Probably not much. 

Another important situation might arise if stockholders 
appointed the auditors. The management or directors might 
wish to eliminate the existing auditors for perfectly good 
reasons; but the reasons might be of such a nature that the 
management would hesitate to divulge the reasons to stock- 
holders. The result: unsatisfactory auditors probably would 
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Audits Better 


RANKIN 


continue. Stockholders appointing or ratifying the auditors 
may be fine in form, but not in substance. 

Assuming the stockholders or the management should not 
appoint the auditors, who should? The logical answer is that 
the board of directors should appoint a committee of direc- 
tors to choose and consult with the auditors. That is not new. 
For years, many banks and trust companies have appointed 
directors’ audit or examining committees to examine the 
affairs of the bank or trust company. After considerable ex- 
perience, the writer can unqualifiedly state that the com- 
mittee members of banks take their work seriously. The 
committee reviews both the audit program and the facts 
developed by the audit. The committee knows what has been 
included in the report and what has been excluded: both are 
important. If that procedure is feasible in banking institu- 
tions, it certainly is just as feasible for mercantile and 
industrial concerns. Besides, that procedure makes the 
directors far more familiar with their corporation. 


ROTATION OF AUDITORS 


ANOTHER suggestion has been the rotation of auditors, 
i.e., the appointment of new auditors every year or so. That 
procedure has certain advantages. It secures a different view- 
point and the new auditors may develop matters or facts the 
former auditors overlooked. But there are disadvantages. 

Few stockholders or directors appreciate the detail work 
involved in an effective balance sheet audit of a large corpo- 
ration or the pressure under which the auditors must work to 
complete the audit within a prescribed time limit—usually 
too short. Only by an efficient audit program can the auditors 
hope to produce the desired results. It may take days or 
weeks to prepare such a program, depending upon the size 
and organization of the corporation and the auditors’ experi- 
ence in the particular business or industry. There is no short 
cut. Seldom is a conscientious auditor entirely satisfied with 
an audit program until several audits have been made. 

If a corporation wishes to rotate auditors, it must be will- 
ing to discard the valuable knowledge and experience of its 
present auditors and assume the expense, usually a sizable 
amount, of educating new auditors in the intricacies of the 
particular corporation or business if an effective audit is 
expected. If present auditors are reasonably satisfactory, 
appointment of new ones seldom warrants the expense. 

Many have stated that the larger accounting firms dele- 
gate too much work and responsibility to assistants. That 
may be so in isolated cases; it certainly is not the general 
rule. What large accounting firm would knowingly entrust 
assistants with important work without proper supervision 
by partners or managers, in view of the liability the firm 
assumes every time it certifies to a financial statement? 
Few seem to appreciate fully that the partners of an account- 
ing firm may lose both their reputations and estates as the 
result of one faulty audit or examination. Under those con- 
ditions, auditors are obviously more interested than almost 
anyone else in effective audits or examinations. 
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Gold 


“ The Gold-Plated Dollar” in the A pril issue. Living in Wash- 
ington, he was formerly with the Department of Commerce. 


bewildered many people in this country. The average 

citizen can conceive of sterilizing a surgical instrument, 
or a cat,—but not gold. He understands neither the pur- 
pose nor the process. Moreover, many persons have for- 
gotten that there is such a thing as “sterilizing gold”, 
since the Treasury early in 1938 formally “desterilized” 
and eliminated from its daily statement the account “in- 
active gold”. Yet, outside of financial circles today, hardly 
anyone realizes that the Treasury still is sterilizing gold. 
The only difference between the present situation and that 
prior to April 1938 is that the Treasury now has no special 
name for the process. 

The Treasury’s inactive gold is now to be found on each 
Daily Statement of the United States Treasury under the 
general heading, “General Fund”. This gold is impounded. 
If the Treasury were to deposit with the Reserve banks an 
equivalent amount of gold certificates and simultaneously 
to credit the same banks with an equal sum in the gold- 
certificate fund which the Government holds in trust for the 
banks, the Treasury would have $727,697,505 more funds 
ready to draw checks against, and it would thus be in a 
position either to retire an equal amount of Treasury bonds, 
notes or certificates, or, by using the funds to meet current 
expenditures, it could avoid new borrowing to the extent 
of the $727,000,000. 


of gold is an operation which has 


WHAT THE GOLD MIGHT DO 


THE reason the Treasury has chosen to swell its general 
fund by $727,000,000 of inactive gold is not related to its 
admitted desire for a large cash nest-egg. Rather, the secret 
lies in its presumed concern over the effect which the deposit- 
ing and spending of that gold would have on total bank 
reserves through the credit base. 

Not only is the sterilization or impounding of gold by the 
Treasury non-inflationary; it is actually slightly deflationary 
in its tendency. This is due to the fact that the Treasury in 
practice borrows the funds with which it buys the gold it 
sterilizes. If the funds borrowed are funds already in exist- 
ence, their loan to the Treasury prevents them from influ- 
encing the price structure. If, on the other hand, they are 
ad hoc funds, deposits created by the banks on “war loan 
deposit account”, they require the segregation of reserves. 

The difference between sterilization and non-sterilization 
in their monetary effects will be clearer if we examine what 
happens in each case. When gold arrives from abroad or 
comes from a refinery treating domestic ore, the law requires 
that it be turned over to the Government at its legal mone- 
tary value of $35 per fine ounce. The Federal Reserve banks 
act as the Government’s agents. Thus in effect we still have 
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By HERBERT M. BRATTER 


Mr. BrattTeER, a frequent contributor to BANKING, wrote 


Poor 


“free coinage” of gold, although since 1933 the depositor 
of the metal no longer may demand actual gold coin or mint 
bars in return. Instead he receives a Government check or, 
if the gold depositor is a member bank, a credit on the 
books of its Federal Reserve bank. This offsets the gold 
transaction on the Federal Reserve bank’s books. The gold 
seller is credited, and the Treasury is debited. The gold is 
held for the Government. 

At this point the Government is richer by the amount of 
the gold received, and its deposit account or checking account 
is smaller by an equal sum. Normally, the next step is to 
replenish the deposit account. The Government credits the 
Federal Reserve bank concerned by an entry in the gold 
certificate fund which the Treasury holds in trust for the 
Federal Reserve System, and the Federal Reserve bank 
concerned in turn credits the Government’s checking account 
with an equal amount. These two entries, like the first pair, 
offset each other. 

THE RESULT 
THE net result of this “normal” manner of treatment of 
gold, arriving through importation or domestic mining, is 
(1) a net increase in privately-owned bank deposits; (2) a 
corresponding increase in member-bank reserves, meaning 
an increase in the lending power of the banking system. 

As the gold depositor spends the proceeds of his gold, he 
is spending his dollars in competition with other holders of 
dollars. This is a move in the direction of inflation of prices, 
whether of commodities, services, or securities. Thus, the 
first result of a gold inflow, assuming that the proceeds are 
not left idle in a bank, tends to be inflationary. Should the 
banks in turn use their increased reserves and make addi- 
tional loans, a second inflationary process is started. The 
foregoing is the effect when gold is not sterilized. 

Let us now envisage a different set of circumstances sur- 
rounding the acquisition of inflowing gold, one this time 
involving sterilization. And for the moment let us further 
assume that the Federal budget is in balance at the time of 
sterilization of gold. In this case the Treasury pays for the 
gold by check, just as above, but it stops there. It does not 
credit the Federal Reserve bank’s account in the gold certifi- 
cate fund, and the Federal Reserve bank similarly does not 
credit the Government’s checking account kept with it. The 
net result therefore is a transfer of funds from the Govern- 
ment’s account in a Federal Reserve bank to that of a 
member bank with that Federal Reserve bank. This means 
that the Daily Statement item “‘ Deposits—in Federal Reserve 
banks” or in “national and other bank depositaries” 
declines by the amount of the gold purchase. 

Actually, the Government is unwilling to have payments 
for inflowing gold cause its working balance to decline. 
Therefore, to replenish this balance, it must periodically in- 
crease current borrowings to make up the amounts paid on 
account of gold deposits. 
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Examinations for Examiners 


By JOHN G. NICHOLS as told to GEORGE E. ANDERSON 


Mr. Nicuots is Chief of the FDIC’s Division of Examina- 
tion, Washington, 


Insurance Corporation that they will not have fulfilled 

their duty to the nation’s insured banks until they have 
placed every proper and reasonable safeguard around the 
assessment funds paid into the Corporation by member institu- 
tions. Merely to build reserves against future deposit insurance 
losses is not enough. In fairness to insured banks, the Corpora- 
tion must bend every effort toward reducing such losses, im- 
proving bank examinations and bank supervision, and promot- 
ing higher banking standards. 

“The accomplishment of these ends and the effectiveness of 
the Corporation’s supervisory policies depend in the last 
analysis upon the ability and qualifications of our Field Ex- 
aminers. Skilled and enlightened manpower in the Cor poration’s 
Examining Service is an essential. Accordingly, the Corpora- 
tion’s Division of Examination has devoted much time and 
thought during the past five years to improving the Field 
Service and to training and selecting competent bank examiners. 
It is in connection with the latter problem, original selection, 
that I now address you. Open competitive examinations will be 
held shortly in your State for available positions as Assistant 
Bank Examiners with the Federal Deposit Insurance Cor- 
poration.” 


if is the belief of the Directors of the Federal Deposit 


basse the paragraphs above, quoted from a letter 
recently sent by Chairman Leo T. Crowley of the 
Federal Deposit Insurance Corporation to the executive 
officers of banks in seven states and the District of Colum- 
bia, FDIC announced and explained what should prove to 
be an extremely important new development in the method 
of selecting bank examining personnel. 

Since 1934 the Corporation has filled vacancies occurring 
in the ranks of examiners, almost without exception, by 
promotion from the ranks of assistant examiners. Promotion 
has been possible only after an assistant has been recom- 
mended by his field chief and has passed extensive written 
and oral examinations given by a Board of Examiners in 
the Washington office. Care has likewise been used in 
selecting young men for employment as assistant examiners 
as the need arose. The background and qualifications of each 
applicant have been fully investigated, his references veri- 
fied, and his personal attributes appraised by competent 
judges before employment was offered. But only now have 
we come to selection of assistant bank examiners by open 
competitive examination. In this latest development, I 
believe, lies a story of interest both to bankers and to ambi- 
tious young men interested in jobs with a future. 

When in the Fall of 1938 it was learned that additional 
assistant examiners were needed in the Corporation’s fourth 
district, with headquarters at Richmond, Virginia, and its 
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eighth district centered at Chicago, we determined imme- 
diately to try out a system of open competitive examinations 
for these positions which we had been formulating for some 
time. The Corporation’s fourth district embraces the states 
of Maryland, West Virginia, Virginia, North Carolina, 
South Carolina and the District of Columbia. Illinois and 
Iowa make up our eighth district. Although the first of the 
open examinations was confined to residents of these states 
for experimental and administrative reasons, the innovation 
proved so successful that it will undoubtedly be extended to 
all the states as the need for additional personnel arises in 
various districts. 


QUALIFICATIONS FOR CANDIDATES 


THE qualifications desirable in bank examining personnel 
are generally agreed upon. Applications consequently were 
accepted only from those who possessed certain minimum 
qualifications. Applicants were required to be male citizens 
of the United States, between 21 and 31 years of age, and in 
sound physical health. It was required that they be graduates 
of a college or university of recognized standing with special- 
ization or major courses in banking, business administration, 
commerce, economics or accounting, with the exception that 
candidates were permitted to substitute two years of 
intensive, responsible and progressive experience in banking, 
investment banking, mortgage banking, building and loan 
institutions or equivalent experience in other financial insti- 
tutions for each required year of college or university train- 
ing. All applicants were required, however, to have com- 
pleted successfully a four-year high school course. 

Candidates were advised in the published announcement 
that, “It is the desire of the Directors of the Corporation to 
have young men compete in this examination for entrance to 
the Examining Service with the expectation of making bank 
examining a career and not for temporary employment or 
merely to gain experience. Opportunities will be given from 
time to time to advance through all grades to and including 
the positions of district supervising examiner and chief 
examiner for the Corporation. Promotions will be made on 
the basis of adaptability for the work, capacity, character, 
loyalty, quality and quantity of work performed, according 
to ratings that will be obtained from supervising examiners 
and through non-competitive examinations.” 


TERRITORY THOROUGHLY CIRCULARIZED 


EVERY channel was used to bring the examination to the 
attention of eligible young men in the states for which 
examinations were given on this first occasion. A letter con- 
taining copies of the announcement and application blanks 
was sent to the executive officer of each insured bank in these 
states; each college and university in the territory was 
circularized; and copies of the announcement were posted in 
post-offices throughout the territory. 

Discussion and consideration of desirable examination 
techniques and content was a necessary preliminary to any 
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THE problem of selecting examiners has 
transcended all other personnel problems 
in the nation-wide operations of the 
FDIC, and, naturally, it has taken the 
initiative in solving what is a serious 
problem for all supervisory agencies. 
Now the country has another merit 
system in public service. Not the least of 
its advantages is the evident fact that the 
selection of examiners by competitive 
examination further removes both the 
_examiners and the banks they examine 


announcement of open examination. Our Washington staff 
reviewed a wealth of pertinent material in the process: 
examinations for bank examining jobs that had been 
developed by state civil service boards; tests given by the 
United States Civil Service Commission for analogous posi- 
tions, such as financial analyst, social science analyst, and 
the like; and general intelligence tests that had been given 
for various purposes. 

There was finally devised a written examination, con- 
taining 150 questions presented in objective ‘‘true-false’’, 
“multiple choice”, and mathematical forms, designed to test 
the applicants’ general intelligence, education, knowledge of 
banking and aptitudes. Candidates admitted to the written 
examination were allowed three and one-half hours for its 
completion. 

Candidates who ranked in the highest 20 per cent of those 
taking the written examination in each FDIC district were 
admitted to the oral examinations subsequently held in Rich- 
mond and Chicago. This portion of the examination was 
designed to test applicants’ quickness of perception and 
comprehension, their speech and expression, their poise and 
self-confidence, their appearance—in other words, their 
personal fitness for the job. 

Fifty per cent of the total credit was allowed for the 
written portion of the examination and 50 per cent for the 
oral portion. The written portion was given under the direc- 
tion of proctors in at least one center in each of the states 
concerned, while orals were administered by an examining 
board consisting of L. W. Barlow, Supervising Examiner 
for FDIC, John G. Fry, vice-president, Federal Reserve 
Bank of Richmond, Walker Scott, president, Virginia Trust 
Company, Richmond, Virginia, for the Richmond District, 
and C. L. Pitman, Supervising Examiner for FDIC, Clifford 
S. Young, vice-president, Federal Reserve Bank of Chicago, 
and B. F. Kaufman, president, Bankers Trust Company, 
Des Moines, Iowa, for the Chicago District. 

Appointments, of course, were made from those ranking 
highest in the combined rating within each district. 


RESULTS OF EXAMINATION 


A SYNOPSIS of the participation in this first “examina- 
tion for examiners” indicates the widespread interest of 


young men in employment of this kind and shows how wide 


Extension of the Merit System 


from the possibility of political influence, 
placing bank supervision and examination 
more and more completely upon a purely 
business basis. 

The higher technical and personal quali- 
fications in the examiners of the future, 
envisioned in the new system, must of 
necessity exert a powerful influence in the 
direction of higher standards of banking 
and a strengthening of the dual system of 
banking under uniform and effective super- 
visory control. 


a field of choice such a device affords personnel officers. The 
figures for each of the two districts in which the test was 
tried are, oddly enough, almost identical. In each case about 
500 applications were received for admission to the examina- 
tion. Roughly half of this number, or 250 in each case, were 
admitted to the written examinations (the others being 
disqualified because of incomplete applications, insufficient 
education or experience, or other reasons). Of the 50 in each 
district who comprised the upper 20 per cent of those par- 
ticipating in the written examination, and who were ad- 
mitted to the oral tests, ten in the Chicago district and 
seven in the Richmond district were offered and accepted 
appointments as assistant examiners and are now on the 
Corporation’s payroll. 


THE PROGRAM OF “IN-SERVICE”’? TRAINING 


THE need for attention to the benefits of education and 
experience does not end for the successful candidates with 
appointment to the Examining Service of the Corporation. 
Each of the appointees will be given a period of supervised 
training in examining work. Progress charts and performance 
reports will keep supervising examiners informed of ap- 
pointees’ adaptability and capability during a six-months 
probationary period. 

After release from probation the appointees will join older 
members of the service in the districts to which they are 
assigned in the examiners’ school, which the Corporation 
conducts in each district for one week each year. The program 
of these schools includes lectures by supervising examiners, 
review examiners, and others of the Corporation’s adminis- 
trative staff on topics dealing with banking and commercial 
law, the appraisal of bank assets, evaluation of bank man- 
agement, current banking practice, and pay-off and liquida- 
tion activities of the Corporation. Open forums follow the 
presentation of each topic, and on the last day of each school 
examiners and assistant examiners in attendance take a 
comprehensive written examination. 

These, in summary, are the steps taken by the Federal 
Deposit Insurance Corporation to insure that only competent 
men shall enter its examining service and that those men 
shall increase in competence as their length of service in- 
creases. By these means we believe that we are meeting 
the responsibility described in Chairman Crowley’s letter. 
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The author of this article is Manager, Advertising and Pub- 
licity Department, California Bank, Los Angeles. At the recent 
15th Annual Exhibition of Commercial Printing in New York, 
held under the auspices of the American Institute of Graphic 
Arts, the California Bank was represented by four advertise- 
ments. 


EBSTER says advertising is “any form of public 
YY stounceance intended to aid directly or indirectly 

in the sale of a commodity, etc., in the promulgation 
of an idea, in securing attendance, as at a meeting, or the 
like.” I like to think of it as the process of telling folks what 
we've got and how they can use it to improve the business of 
living. 

While bank advertising as it is known today in our coun- 
try would have given our predecessors a bad case of heebie- 
jeebies, they, too, advertised in their way. They built as 
colossally as conditions permitted; had their banks’ names 
lettered on windows and embossed in metal name plates; 
they (tsk! tsk!) published statements. All of this in an effort 
to establish an identity that people would remember. And 
that is advertising—of a sort. Of course, if you had told 
them they were advertising they would have called for the 
smelling salts and, later, for their attorney to charge you 
with slander. 

But Time heals all things. The frigid attitude of bankers 
toward advertising gradually thawed—and now look at us: 
advertising just like any other legitimate business. And dear 
old Dignity has not suffered as it might have been expected 
to. In fact we’ve learned that Dignity can be reflected in 
words and pictures just as well as it can by a gentleman’s 
bearing, his spoken word, or his conservative habiliments. 

Advertising, viewed as a public service, becomes a duty 
rather than a faux pas. 


WHAT ADS MAY ACCOMPLISH 


ADVERTISING is not a panacea. It is not a magic wand. 
Rather it is a tool to interpret the services we have to offer 
in such a way that they dovetail with the desires of those 
for whom such services are designed. It is the voice of busi- 
ness, disseminating news, explaining, interpreting, coun- 
selling. 

Advertising, at least for banks, is a power that pulls rather 
than jerks—not the explosive, transitory power inherent in 
dynamite, but the smooth flowing power of harnessed elec- 
trical energy—cumulative power, building up momentum 
with the passage of time. In planning advertising, then, we 
should think in terms of years rather than weeks or months; 
think of it not as a mere announcement but as a continued 
story. If we give it time to work, and keep everlastingly at 
it, it will produce results—definite, concrete results, espe- 
cially when it deals with such services as have a mass appeal 
—personal loans and travelers’ checks, for example. It can 
help on the class appeal items, too, such as large commer- 
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Bank Advertising Warms Up 


By ROD MACLEAN 


cial loans and accounts, trust service, etc., by building re- 
spect and belief in the responsibility and friendliness of our 
bank; but the larger items of business need a personal follow- 
up in most cases. 

Advertising may be very properly called upon to do a big 
part of any bank’s public relations job. It carries the torch 
for Our Bank; it shouts our name from the housetops—and 
keeps on shouting; it helps to cement friendships with pres- 
ent customers and to make new friends; it is the proper 
medium to broadcast news of new services, new depart- 
ments, new branches (and very frequently there is “news” 
in the bank, hiding in the guise of things familiar to us but 
not familiar to the public); it should be asked to do any job 
of public education which seems advisable; it should bear 
much of the burden of letting the public know that our bank 
is sound, with a history of achievement in the community 
and that it is an integral part of the American system of 
doing business, the system which has given our people the 
highest standard of living of any nation on earth. 


HOW TO DO IT 


ADVERTISING doesn’t work very well in single harness; 
but team it up with the right personnel and personnel attitude 
—from president down to janitor; with a service that is on a 
directly competitive basis with other banks in the commu- 
nity (so that our customers don’t pay a premium to do busi- 
ness with us); with a banking office (or offices) sufficiently 
attractive so that people will enjoy visiting it; with as fre- 
quent releases of publicity stories as the press will willingly 
absorb; and with the belief made apparent—inside the 
organization and outside—that our bank is operated pri- 
marily in the interests of the public—give advertising those 
team mates and it will really go out and get you some touch- 
downs. 

When things are right inside, we decide what we want to 
say. And remember: we live with the bank, day by day; the 
public doesn’t. It may not even know we have all those 
shiny safe deposit boxes downstairs unless we tell them. 

Next: Say what we have to say as briefly and forcefully as 
it can be said. There is no limit to an ad’s length. Henry 
Ford announced his model “A” in the papers with a double 
spread filled almost solid with type. The new car was news. 
People wanted to read about it. 

When the message is right, clothe it to command attention. 
And remember: We’re not just fighting other fellows’ ads. 
Our competition includes the editorials, the pictures, col- 
umns, news stories crammed with murder, arson, sex, war, 
earthquakes, hurricanes. So, spend time and money on the 
dress the ad wears. 

When we’ve fixed on what to say and how to say it, then 
we say it, as frequently as we can afford to. 

And let’s use “cross-selling”. Our own customers are our 
best bets for additional bank business. They know us. If 
they’ve been treated right they’re our friends—already sold 
on us. Let’s tell them about other things we can do for them. 
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Instalment Loans for Farmers 


By ROSCOE MACY 


A frequent contributor to BANKING, MR. Macy is a former 
bank officer and newspaper editorial writer. His home is in 
Towa. 


N the avid search for new and dependable sources of bank 
I income since 1932, bankers have been driven to renounce 
some of the fondest prejudices of the so-called good old 
days. And it has been discovered in more than one instance 
that the discarded prejudice had been resting for many years 
on the flimsiest foundation. 

That was apparently true of consumer credit. Bankers 
used to turn up their noses at all credits that fell within this 
general classification, while recently, by vivid contrast, there 
has been a meteoric rise in the popularity of consumers’ in- 
stalment financing by banks. 

And the popularity seems to be well deserved. It has been 
discovered that loans for the purchase of motor cars, refriger- 
ators, air conditioning units and the like are attractive not 
merely because of the gross interest return, but also because 
they are developing a remarkably favorable loss ratio. 

Needless to say, instalment financing is not foolproof. The 
field has plenty of pitfalls for the unwary. Moreover, the 
bank which serves a predominantly rural community must 
work out its own form of purchase contract, since the stand- 
ard instalment plan is wholly unfitted to the peculiarities of 
farm income. 

This article is therefore written with the rural bank prima- 
rily in mind. There is reason to believe that the experience of 
one Iowa bank * which pioneered in the instalment field will 
hold helpful pointers for similar institutions which are con- 
sidering this possible source of additional income. 

Since 1934, this bank has regularly employed from 25 to 
35 per cent of its lendable funds in financing the purchase by 
farmers of automobiles, trucks, tractors and other heavy 
farm machinery. It realizes a net return of 7 to 10 per cent on 
the outstanding total—and has yet to write off its first loss. 

In these lean days of fractional yields to careful investors, 
7 to 10 per cent with safety isn’t just hay. Brother, that’s 
real money! 

The bank purchases all its instalment paper from the deal- 
ers who sold the merchandise. Because it makes none of these 
loans direct, it is not required to qualify under the personal 
loan law, effective in most jurisdictions. This procedure, 
moreover, makes for effective dealer cooperation in keeping 
loans up to a high credit standard. 

On the other hand, the dealer is not required to endorse 
“with recourse”, although he does enter into a separate re- 
possession agreement which has roughly the same effect. He 
usually regards it a special privilege to be able to sell his 
paper without recourse, but a much more important consid- 
eration, from the bank’s standpoint, is that the institution is 
thereby enabled to insist graciously upon paper of such a 
high quality that it could qualify for acceptance as direct 


* The Grinnell State Bank, Grinnell, Iowa. 
30 


loans of the bank to purchasers. By this means, the bank also 
eliminates the inconvenience of having to establish dealer 
responsibility to the examiner’s satisfaction. 

By the agreement referred to in the preceding paragraph, 
the dealer binds himself to handle all repossessions, the con- 
sideration being that he shall retain any profit on the resale 
of the property. While the alternative situation of a loss on 
resale has not yet occurred in the experience of this bank, it is 
understood that any such loss shall be absorbed by the 
dealer. 

This understanding relieves the bank of the burden of 
prosecuting repossession cases, and of the risk of being stig- 
matized as a hard-hearted creditor—a consideration that is 
always present in a rural community. 


PURCHASE PLANS FIT THE PURCHASERS 


THE typical deferred payment purchase plan provides for 
monthly instalments, and it is here that the farm belt bank 
must make its most drastic modifications of standard in- 
stalment practice. The monthly maturity is admirably fitted 
to wage and salary income, but it has always been a bug- 
bear to the farmer. His money just doesn’t come in that 
way. 

For this reason, the bank has never tried to establish any 
arbitrary system of maturities for farmers’ instalment con- 
tracts. 

The dealer who is making the sale knows what these 
broad limitations are, and endeavors to arrange a contract 
with the purchaser which will fall within them. But he 
makes it clear to his customer that these dates, once fixed, 
are unalterable until at least half the principal has been re- 
tired, and that even then extensions or renewals will be pos- 
sible only under special circumstances. 

The bank’s president, C. A. Frasier, regards this feature as 
one of the foundation stones of his bank’s successful ex- 
perience with instalment financing. 

“Customers simply never miss on those early payments,” 
he reports. “Dealers are glad to cooperate with us in this 
phase because they value the general service we give them.” 

Farmers’ instalment contracts generally provide for two 
(rarely more than three) payments in a 12-month period. 
On new cars or trucks, at least half the principal must be 
retired within a year from date of purchase; used car con- 
tracts must be retired in full within 12 months. In any case, 
the first substantial payment cannot be deferred longer than 
six months from date of purchase. 

A typical contract on a machine delivered March 1 or 
later at $900, with trade-in or down payment of $300, would 
be likely to run about as follows: $100—due September 1; 
$200—due December 15; $100—due February 15; $200— 
due September 1. 

The bank has confined its operations in this class of paper 
within the area embraced in a 25-mile radius. A large major- 
ity of the instalment buyers are residents of the immediate 
trade territory. 
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Mr. ANDERSON is a frequent Washington contributor to 
BANKING. Each month he writes the department headed 
“Washington.” 
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HE United States Secret Service is beginning a new 

campaign for the suppression of counterfeiting. Chiefly 

it is a campaign of education built on the theory that, if 
the public is put so closely on its guard that passing coun- 
terfeit currency no longer pays, the counterfeiter will, of 
necessity, be forced out of business. Protection of the public 
is also a main consideration. 

This year’s campaign is an extension of the intensive 
effort commenced by the Service a year ago, in the course of 
which “schools” to educate the public in the detection of 
counterfeit currency have been held in the principal cities 
of the country through the cooperation of local authorities, 
banks and other agencies. This year’s campaign, however, is 
to involve new methods. 

“Tf we can possibly squeeze the funds out of eur appropri- 
ation or can get more money,” says Thomas J. Wilson, Chief 
of the Service, “we propose to work out a ‘talkie-movie’ 
which will be distributed and exhibited through four or five 
principal centers of the country so as to reach as large a 
number as possible of bank tellers, retailers, cashiers in large 
establishments and others who handle large amounts of 
currency. We hope to show not only salient points in the 
detection of counterfeit currency but also to introduce 
something of the human interest element in it all. 

“We will show pictures of counterfeiting plants we have 
captured, the instruments used in the manufacture of 
spurious bills, the ‘hide-outs’, and so on. Then we will 
show how genuine currency is manufactured in the Bureau 
of Engraving and Printing, how coins are struck in the mints 
and show some of the operations in connection with handling 
currency in the Treasury Department. All this is to educate 
the public, and especially persons handling currency, with 
respect to currency and the problems of its protection.” 

Other new methods have been adopted. Up to about two 
years ago the Service usually sent out from eight to ten 
thousand warning notices whenever a new counterfeit was 
discovered. The theory at the time was that if there was too 
wide a distribution of warnings the counterfeiters would 
take alarm before the authorities could get at them. The 
present idea is that the public should first be given as full a 
warning as possible. Consequently, warning notices are now 
sent out in great volume, centering upon the districts 
directly affected. 

For example, in mid-March a new 10-dollar counterfeit 
bill was located in New York City. Within a few hours 
100,000 warning notices were distributed in the metropolitan 
district to banks, retail merchants and others likely to be 
affected. Between July 1, 1938, and March 15 the Service 
sent out 1,111,009 warnings. Few of the old time “blanket” 
notices are now used. Usually there is concentration on one 
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Stopping the Counterfeiter 


By GEORGE E. ANDERSON 


new counterfeit and that concentration is made as effective 
as possible. At present there are comparatively few danger- 
ous counterfeits in circulation. Efforts are now chiefly 
directed toward preventing the flotation of new offerings. 


COOPERATION OF PRIVATE FIRMS 


ANOTHER new feature of the campaign is the cooperation 
of private firms and agencies, which is proving a great 
success. One very useful device has been adopted by several 
nation-wide manufacturers and distributors. It is a semi- 
circular metal disk mounted on a metal base which fits on 
the top of a cash register. On the side facing the public is 
an enameled advertisement of the manufacturer or dis- 
tributor, which appears to be the purpose of the device. 
On the back, facing the salesman, however, is a paper disk 
of three leaves which fold either way from the center. On 
the first page of this three-leaved book is a price list of the 
goods advertised but by folding back the first leaf from either 
side there is disclosed four descriptive diagrams illustrating 
notable counterfeit bills with full description of each, while 
on the third leaf there is a list of agencies of the Secret 
Service and directions as to what should be done in case a 
counterfeit is discovered. 

One nationally known manufacturer of electric light bulbs 
has distributed 100,000 of these devices among dealers 
handling its goods. A large distilling company is putting 
out about 200,000, while a candy manufacturer is distribut- 
ing 150,000. Banks and clearing houses also are cooperating. 

The Merchants National Bank of Manchester, N. H., 
recently made a great success of an exhibit at a local exposi- 
tion which illustrated good and counterfeit money by 
enlarged photographs. (See page 46.) These were made es- 
pecially for the purpose for the Secret Service by the 
Bureau of Engraving and Printing, and indicated the means 
of detecting the counterfeits. Visitors were furnished with 
descriptive circulars pointing out the salient features, while 
Secret Service agents carried the educational process further 
in illustrated lectures to bankers, business men, high school 
students and the public generally. In connection with this 
special feature the bank called attention to its services. 

The Denver Clearinghouse has issued a special illustrated 
circular of its own warning members and others of half a 
dozen known counterfeits in its field. 


AIDED BY BANKS 


NATURALLY, banks as a usual thing have taken the lead in 
public cooperation with the Service, both in the conduct of the 
“schools” and in other public enterprises of the sort. More and 
more banks are showing interest in the possibilities of using 
displays of counterfeit detection posters and photographs as a 
means of advertising as well as a means of educating the public 
to protect itself. Plans of this sort for the present seem largely 
in the formative stage and apparently their realization depends 
upon some coordinated arrangements among the banks them- 
selves in cooperation with the Secret Service. 
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The Legal Answer Page 


Tax Immunity 


E long-standing constitutional principle of tax im- 
munity of the two systems of government, state and 
national, and their instrumentalities, from taxation by 

each other was overruled by the Supreme Court of the 
United States in its decision in the Graves v. O’Keefe case. 

In this case the State of New York sought to tax the sal- 
aries of employees of the Home Owners’ Loan Corporation, 
a United States instrumentality. The United States Supreme 
Court held that the state had such a right. 

The claims by one governmental authority of immunity 
from taxation imposed by the other have concerned the 
United States Supreme Court for over one hundred years. 
The judicial history of this doctrine of tax immunity can be 
traced to dictum in the case of McCulloch v. Maryland. In 
that case Mr. Chief Justice Marshall made the statement 
that the power to tax involves the power to destroy. Upon 
the authority of this statement, and amplifications thereon, 
the governmental tax immunity so long recognized was 
established. 

In 1938 the Supreme Court reexamined the theory under- 
lying the asserted immunity from taxation by one govern- 
ment of salaries of the employees of the other, and in the 
Gerhardt case the court held that the salaries of employees 
of the New York Port Authority, a state instrumentality, 
created by New York and New Jersey, were not immune 
from Federal income taxation, even though the Authority 
be regarded as not subject to Federal taxation. 

In the O’Keefe case the Supreme Court refuses to continue 
the immunity from state taxation of employees of a Federal 
instrumentality. The court could perceive no basis for a 
difference in result whether the taxpayer be an employee or 
officer of a state or national government or of its instrumen- 
tality. 


Stop Payment of Joint Account 


a of banking practice on which there are but few 
decisions to serve as a guide is that of stopping payment 
on a joint account. 

However, if we apply general principles of joint ownership 
to accounts which are jointly owned by virtue of the con- 
tract, it would seem that one joint depositor may stop pay- 
ment on a check drawn by the other. “The possession of 
joint tenants is in common and each has a right to the en- 
joyment of the whole property to the extent of his inter- 
est * * *.” 33 C.J. 909, section 13. Or, as it is stated in 
7 R.C.L. 812: “In joint tenancy each is seized of an un- 
divided moiety of the whole, * * *.” In other words, the 
presumption is that each joint tenant has an undivided prop- 
erty interest in each dollar of credit to the joint account. 

Although the American Bankers Association Deposit in 
Two Names statute provides that joint deposits “‘may be 
paid to either of said persons, * * * and the receipt or ac- 
quittance of the person so paid shall be a valid and sufficient 
release and discharge to the bank for any payment so made,” 
it would seem that the filing of a stop payment order by one 
joint depositor is tantamount to filing an adverse claim to 
the amount sought to be withdrawn by the other joint de- 
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positor and if the bank failed to honor the order in the face 


of the presumption of right, it would do so at its risk. 


Deposits Outside of Bank 


|, pronto may arise when deposits are accepted out- 
side the bank’s place of business. The question then 
arises—is the transaction a valid one? A recent decision in 
Illinois held that a school savings plan, whereby teachers 
collected deposits made by students and turned them over 
to the bank’s agent, is in violation of the Illinois statutes. 
The statutory provision invoked prohibits a bank from es- 
tablishing more than one banking house or receiving deposits 
or paying checks at any place other than its banking house. 
The court ruled that by this school savings plan the bank 
was maintaining an agency for the conduct of its business, 
an agency to receive deposits of money made by the children 
which were credited in pass books in the school rooms. This 
the bank was without power to do. 


To avoid giving an erroneous impression, it should be | 


pointed out that the statutes in some of the states specifically 
authorize school savings plans. See, for example, New York. 

The general proposition of accepting deposits outside the 
bank, the authority so to do, and the hazards involved is dis- 
cussed in Paton’s Digest, opinions 1778, 1779, 1780 and 1790. 


Fraudulent Checks 


| pmene the fact has been impressed on us that banks often 
may be forced to suffer loss by reason of the trust re- 
posed by a depositor in one of his employees. The case in 
mind is this: The accountant of a national firm over a period 


of time had fictitious invoices “okayed”’ and checks in pay- | 


ment thereof drawn by the officers of the corporation. The 


checks were drawn to a fictitious name assumed by the | 


accountant in which name he indorsed them. The checks 


were then deposited in an account opened by the defrauder | 


in the assumed name. 

Inasmuch as the question of liability on checks drawn in 
payment of fictitious invoices or claims is ever present 
among the inquiries received, it may be well to restate the 
law applicable. 

The general rule is that when an employee or agent fraudu- 
lently induces his employer or principal to issue checks 
payable to fictitious persons, not known to the employer or 
principal to be fictitious, or to persons not having an interest 
in the proceeds of such checks, and cashes the same upon the 
indorsement by him of the names of such persons, the loss 
falls upon the depository cashing the check. 

This particular case arose in a state which had not enacted 
the American Bankers Association Fictitious Payee Act. 
This act would have placed the loss on the employer, for by 
its terms an instrument is payable to bearer and, therefore, 
does not need indorsements for valid transfer, ‘When it is 
payable to the order of a fictitious or non-existing or living 
person not intended to have any interest in it, and such fact 
was known to the person making it so payable, or known to 
his employee or other agent who supplies the name of such 
payee.” 
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The Trend of Things 


40% GAIN—Left, three automobile 
face manufacturers—K. T. Keller, presi- 
dent, Chrysler Corp., W. S. Knud- 
sen, president, General Motors, and 
Henry Ford—at a celebration of 
Mr. Knudsen’s birthday. March 
sales of new passenger cars, accord- 
out ing to Department of Commerce 
thes estimates, were 40 per cent above 
: those of last year. The Department’s 
yn in analysis indicates that first quarter 
“hers manufacturing output this year, 
over especially in durable goods, is the 
anny highest for a first quarter since 1930, 
except for 1937 
n es- 
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This | OVERLAPPING?—The _ Federal 
| Reserve Board has suggested to 
Congress a thorough study of the 
country’s monetary policies and ob- 
cally _ jectives in their relation to economic 
York. reconstruction, with particular at- 
e the tention to overlapping duties and 
authorities among certain Federal 
agencies, especially between the 
1790. Reserve Board and the Treasury. 
Secretary Morgenthau (right) com- 
mented later in a press conference 
that “We are not confused as to 
what our duties are and I have got 
often | all the machinery I need to do my 
st re- job.” He said that he wants no 
se in | “public argument with the Federal 
Reserve Board” 
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hecks REVISION—The betterment of existing laws is still the chief concern of this session of Congress. For example, Senator Wagner (below, 

wuder left), author of the National Labor Relations Act, would favor an amendment to the Act permitting employers to petition for an election. 
(The Labor Board itself went much farther, subsequently, in opening the door to revision). . . . So many new plans were advanced in 

Congress for aid to agriculture, some going considerably beyond present legislation, that Chairman Smith (below, right with reporters) of the 

Senate Agriculture and Forestry Committee said, “We’ve got to work together instead of fighting” 
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PHOTOS EUROPEAN (2). WIDE WORLD (2) 


MOVE AND COUNTERMOVE— When the quiet life of Moslem Albania (top, left) was interrupted by the 
marching of Mussolini’s troops, the British and French governments (top, right, the Lebruns of France and 
the Windsors of England at a recent ballet performance in London) redoubled their efforts for anti-Axis pacts 
in the Balkans. British sailors (above, left) boarded their ships and sailed under sealed orders. President Roose- 
velt, after his mutual defense promises to the Pan-American delegates, asked Hitler and Mussolini for a 10- 
year non-aggression agreement; he then ordered the Pacific fleet to its home waters in spite of a previously 
scheduled review in the Atlantic (above, right, part of the force in the March maneuvers) 


BUT—~whatever promises are asked or given, there is still a Fascist slogan that runs, “He who stops is lost.” 
Below, Hitler at a Wilhelmshaven shipyard 
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INTERNATIONAL 


BANKING | May 


ACME 
WHOSE WAR?—How neutral we should be, if we can be at all, has been the subject of study by (above, left to right) Senators Borah, Pitt- 
man, Johnson, Harrison, Connally and Elbert Thomas, together with other members of the Senate Foreign Relations Committee. At the 
same time plans were laid for a barter agreement with certain European countries whereby we would swap surplus cotton and wheat 
for war-necessary rubber and tin, just in case 


WIDE WORLD 


SOMETHING PEACEFUL— One index of civilization has moved upward. The Pan-American Airline’s Yankee Clipper, manned by the 
crew above, with Capt. Harold Gray (fourth from left) in command, completed its 11,000-mile round-trip inspection flight to Portugal, 
France, England and Ireland, with 83 hours aloft. Regular passenger flights are expected to begin soon 


BUSINESS FORUM—Below, Senators Sumners, O’Mahoney, Borah and King of the Monopoly Committee. Businesses of all sizes have 
) g pot) 
been invited by the committee to use its facilities as a “forum” for public presentation of “views and facts with respect to the economic 
P P 
problems” of the country. The oil industry has been selected for the first “forum,” about June | 
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Children Learn 
Banking 


First Hand 
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MEMBER banks of the Los Angeles City and County School Savings Association sponsor a public 
relations program that is conducted in 500 Los Angeles city and county public schools. Part of this 
program consists of visits by student groups of from 50 to 70, members of the 4th, 5th and 6th 
grades. These children are escorted to the neighborhood bank by teachers, where they learn some- 


thing of the functions of banking. Above, a group entering a bank’s door. Below, learning in the lobby 
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The bank visit that is illustrated here occurred at the Third and Western Branch of the Citizens 

National Trust and Savings Bank, Los Angeles. Vincent P. Maher, assistant superintendent of 

schools, and F. D. LeBold, vice-president of the school savings association, assist with the pro- 
gram of visits. Below, Teller John Moore makes passbook entries while the visitors look on 
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Above, W. L. Rodman, Manager, explains how interest works and how it is computed. Below, 
Theodore L. Karan, an official of the bank, explains the bookkeeping machine. It has been noticed 
during these visits that mechanical equipment is always of interest, especially the vault doors 
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Left, Rudolf S. Hecht, chair- 
man, Hibernia National Bank, 
New Orleans, and a past presi- 
dent of the American Bankers 
Association, who attended. The 
cruise began March 26 and end- 
ed March 30. Sailing was from 
New Orleans 


Below, Captain P. Lagaay, 
master of the Rotterdam, and a 
group of bankers on the boat 


deck 


HE Louisiana Bankers Association held its 1939 

convention on board the S. S. Rotterdam during a 
cruise to Havana. On this page are a few snapshots 
made during the trip. 

Left, F. F. Millsaps (standing), outgoing president 
of the association and president, Ouachita National 
Bank, Monroe, and the outgoing secretary, W. B. 
Machado, assistant vice-president, Hibernia National 
Bank, New Orleans. Below, the new president (/eft), 
S. M. Richard, vice-president, Lake Charles Bank & 
Trust Co., and the newly elected vice-president, 
M. L. Funderburk, president, Citizens Bank & 
Trust Co., Houma. 
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privacy. Right, a device that is of great convenience to 
Filing cabinets of various types make up a bank’s “archives 


business firms but whose use is scarcely known to the 


Above, the gleaming metal doors that 


| 
- 
{ 
= 
AO} 
7 
-_ 
4 A 
bot 
— 
- 
i 
\ 


Business 


S' [.DOM seen or noticed by the 
public is a bank’s modern machin- 
ery and equipment, requiring highly 
trained personnel for its most effective 
use. Skillful management fits these 
modern mechanical aids into a well 
integrated whole. 

The pictures on these two pages 
show only a few of the many mechani- 
cal devices that go together to make up 
one bank’s operating mechanism—that 
of the Granite Trust Company in 
Quincy, Massachusetts. 


Right, the main banking floor, where the 
officers’ desks and tellers’ equipment 
represent to most people the operation of 


the bank 


Above: left, the vault door, an intricate device that never fails to arouse the public’s interest; right, photographic bookkeeping, a protection 
both to the bank and its customers. Below, operator at a proof machine which sorts checks into 24 compartments, and, right, the 24 tapes 
within the machine 
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Right, payment of a doctor bill, which the 
writer 
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HERE is no more romantic side to banking thin 

the stories told by checks. They range in human 
interest from the common-place payment of a grocery 
bill to such collectors’ items as are shown on these 
pages. Many banks have odd specimens written on 
cigarette papers, calling cards and even handkerchicfs 
with lipstick substituting for pen. While many of 
these are perfectly valid, others are not payable. 

Still other collections are notable for the famous 
autographs which they include. 

Except for the check at the bottom of each page, 
the ones shown here are reproduced through the 
courtesy of the Todd Co. The two oddities are from 
the collection of Henry F. Alsobrook, Union Planters 
Bank & Trust Co., Memphis. 

Left, the instrument which is supposed to be the first 
check ever written. It is drawn on an individual 
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a $500-check of the first President, 
dated in the year of his death 


_ 


Cathier of the Bank, 


Pay to ~ 
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Left, a check drawn by Aaron Burr for “fifty 

pounds paper” at a time when the country’s cur- 

rency was still cluttered with foreign money of 
many varieties 


Left, a check drawn by Daniel Webster for $5,750 
in 1828. This was the year following his entrance 
into the Senate 
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Right, a check which, at the time it 
was drawn, was said to represent the 
largest sum ever paid outright for a 
single invention. It is signed by 
George Eastman, inventor of the 
Kodak, and is made payable to the 
inventor of a device for writing on 
film at the time a picture is taken 


TO NATIONAL BANK OF COMMERCE 
NEW YorK 


( Rigas 


or hain 
Diba 


We Above, a famous check of Abraham 


F a Lincoln, made out to “Colored man, 


with one Leg” 
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Life 


Right, check of Theodore Roosevelt 
written in the last year of his presi- 
dency 


Right, a curious method of 
subscribing to a newspaper. 
The check is typed on a copy 
of the newspaper’s masthead 
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Bankers’ Hours 


I SUPPOSE I YES, THE OH, IT \T WAS Too YES, BUT 
; OUGHT TO WEATHER ISNT THE BAD ABOUT IT’S NOT 
MRS. HOOPLE | ASK WHAT'S IS TERRIBLE, WEATHER | | OLD DR. STETSON, THAT... 
GOOD ABOUT 


= 
\ I GUESS 
THEYRE HAVING Wr RNOW THEY RAISED OH, 1 DON’T SOMETIMES OH, L 
MORE ACCIDENTS | BUT PEOPLE | | + MIND PAYING 
AT JEFFERSON |OUGHT TO AXES ALL 


WE JUST KNOW 
AND MARKET... BE MORE AROUND... / MY SHARE DON'T FEEL ALL RIGHT.. 
“TWO HURT CAREFUL.. NOBODY AS LONG RIGHT AND 

YESTERDAY. 


ESCAPED AS IM 
THIS YEAR 


WA 

B 
ye 

— 


I WAS HERE EVERYBODY ELSE HAS TO 
ONE MINUTE AFTER WORK A FULL DAY AND y ‘\\, xg 
THREE YESTERDAY YOU FELLOWS MUST HAVE y Yj, ° 


AND YOU WERE YOUR BANKERS HOURS, DID YOU HEAR KY, 
FOR THE DAY EVERYBODY THIS AFTERNOON 


ABOUT BANKERS } 
UH-HUH 
HOURS 


! 
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Lobbies and Windows Sell 


ERE is a reminder that there are al- 
. ways new ideas in lobby and window 
vOTHMG aa: displays, and new variations of old ideas— 


od turing» LIC DETECTOR local manufactures, historical objects, 
interesting machinery, direct selling ex- 


hibits, etc., ad infinitum. 


Left, a pathometer (lie detector) in the win- 
dows of the Franklin Society, New York, 
vi the first public showing of this interesting 
device. Passers-by were asked whether they 
would answer Yes or No to five questions on 

thrift during a lie-detector test 


FOR YOUR HOME 
FEDER INVESTMENT 


BANK SERVICES—Model houses (left) in an FHA exhibit at the Lincoln-Alliance Bank & Trust Co., Rochester, N. Y. Right, the Central 


Bank of Oakland, California, had a personal loan display using a number of turtles labeled “Taxes,” “Insurance,” etc. A sign on the display 
suggested: “If you have bills that move slowly—like these turtles group them all into one Central Bank Personal loan” 


LOCAL PRODUCTS—Photographs and specimens (left) of granite products, Granite Trust Co., Quincy, Mass. Right, textiles and textile 
products in the Citizens and Southern National Bank, Atlanta, Georgia 
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Enlisting Against Counterfeiters 


OME time ago the U. S. Secret Service began a S 
campaign of public education in counterfeit MERCH ANTS 
detection (see page 31), feature of which wasaseries ne NAT] ON AL B ANK 
of “‘schools”’ held in various cities, with the coopera- 
tion of banks and business establishments. The pub- 
lic was invited to attend for the purpose of hearing 
how counterfeits could be detected, seeing spurious 
bills compared with good ones and finding out what 
to do when a counterfeit turned up. 

The success of the campaign has been much above 
expectations. From July 1, 1938, to March 15, 1939, 
Secret Service men have delivered 1,377 lectures to 
67,929 people in approximately 100 cities in all parts 
of the country. The result is that counterfeit losses to 
the public, particularly banks, have been reduced 
approximately 25 per cent in nine months. 


Right, talk by a Secret Service man in the Merchants 
National Bank booth at the Manchester (N. H.) Ex- 
position of Progress. The bank sponsored this program 
for a week in March 


|. |INEW AND DANGEROUS COUNTERFEIT KEEP THIS NOTICE POSTEO ON 


it) FEDERAL RESERVE NOTE OR NEAR YOUR CASH REGISTER 
CAREFULLY 


EXaMING 
Tee 

you RECEIVE a 
Green Seat with Ds 
Letter ano Numeer, 
COMPARE IT WITH A GENUINE BILL! 


WHEN A STRANGER 
GIVES YOU A COUNTERFEIT BILL 


1,00 NOT RETURN IT! 
2.TerepHone POLICE at once! 


3.Deray tHe passer UNDER A 
PRETEXT. 

4.Avo10 ARGUMENT; IF NECES- 
SARY, TELL THEM THE POLICE 
WILL HANOLE THE MATTER. “13> 

5.WRITE DOWN « vescriPTION 
THE PASSER LEAVES. C 

6.TAKE THE TAG NUMBERS oF any FEDERAL RESERVE NOTE 


CARS ItMVOLVED. 
uy 


THE COUNTERFEIT PORTRAIT WILL 
BE EITHER TOO BLACK OR TOO 
LIGHT, ANO WILL LACK THE DEL!- 
CATE OETAIL OF THE GENUINE. 


FEDERAL RESERVE NO 


Above, a warning card sent to all sales and service 
stores by the Government. New descriptions are 


WATCH FOR SERIAL WATCH FOR SERIAL NUMBERS 
iscoVv NUMBERS STARTING CHECK LETTERS STARTING 
sent out whenev er new counterfeits are discovered 8 as: AND NUMBERS 
8 70—, or C 53— H 85,181, or 185 205— 


DEFEC 


«Some 1s of GREEN seal ere rounded. Compare genuine. Some rim points of GREEN seal 


Above, a device issued to their dealers by 
ae ee ee various manufacturers. It is to be fastened on 
Co 

N, Denver, Colorado the top of a cash register, where it has the 


counterfeit currency 
NOTICE! | 


UNITED STATES NOTE 


EXAMINE ALL 
RED SEAL NOTES 
LIKE THIS FOR 
CHECK LETTERS 
AND NUMBERS: 


EXAMINE ALL $5 5 
RED SEAL NOTES 
IF SERIAL NUM- 
BER CONTAINS 
28 IN THE 
3RD, 4TH AND 
STH POSITION 


AS THEY MAY BE 
COUNTERFEIT! 


Left, a folder on counterfeits issued by the 
Denver Clearinghouse Association. It contains 


EXAMINE ALL $5 
RED SEAL NOTES 


FOR SERIAL EXAMINE ALL $5 


RED SEAL NOTES diagrams, descriptive material and directions 
STARTING: CHECK LETTERs or steps to be taken when counterfeits a 

AND NUMBERS: discovered 


621_._.B 
658A 
516... B 


AS THEY MAY BE 
COUNTERFEIT: 
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RECORDAK’ 


Co-ordinated System 


ECORDAK saves in small banks as well as 
large—up to 45% net on per item cost, 
50% on supplies, 90% on storage space. 

These economies are made possible by what 
Recordak calls its Co-ordinated System, a 
centralized procedure designed especially for 
the small bank. 

Recordak Junior, the machine employed, pro- 
vides a central proving and recording point at 
which transit letters are written as a by-product 
of the proving operation. 

The Bookkeeping Department operates on 
the Recordak System of Single Posting—a far 
simpler system, and one that not only saves time, 
but mechanical equipment, stationery, and stor- 
age space as well. 


BIG SAVINGS 
IN SMALL BANKS 


There is no necessity for purchasing new 
equipment when installing Recordak. Recordak 
systems are rented not sold.... No capital out- 
lay required, no depreciation, no special oper- 
ator needed. 

Recordak systems are serviced from twelve 
conveniently located offices . .. one close to your 
bank. For further information, write Recordak 
Corporation, Subsidiary of Eastman Kodak Com- 
pany, 350 Madison Avenue, New York, N. Y. 


Coming to the New York Fair? 


You are cordially invited to make your New York 
headquarters at our offices, 350 Madison Avenue, at 45th. 


d on 
the 
the 
a on 
Bank Model Recordak for Reversible Recordak photo- Recordak Junior forthesmaller Commercial Recordak for photo- 
speeding up the transit opera- graphs both sides of checks and bank, and for special depart- graphingallbank forms. Widely 
tions and for photographing larger bank forms at a single ments of large banks (tellers’ used for the Recordak system of 
paid checks for protection of  operation—and at lightning cages, safe deposit vaults, trust single posting and other special- 
the banks and depositors. speed. and filing, etc.). ized applications. 
tains 
tions 
are 
ING 
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ANTHRACITE 


WORLD'S FAIR EXHIBIT 


where it ts 


1Anthracite Exhibit, 
largest in the Home 
Building Center. 
2Town of Tomorrow. 
3Pedestrian Entrance— 
overpass from subways 
and parking fields. 
4World’s Fair Station of 


1.R.T. and B.M.T. sub- 
ways. 


HEN you visit the World’s Fair, plan to see the 

Anthracite Exhibit first. Whether you go to the 
Fair by train or subway, by World’s Fair bus or private 
car, you will find the Anthracite Exhibit, in the Home 
Building Center, close at hand. The diagram above 
shows how near this Anthracite Exhibit is to the en- 
trances that will be most used. 


See this most unique Anthracite Exhibit—created by 
Gilbert Rohde, one of America’s foremost industrial 
designers. See the glowing cube of “Anthracite,” held 
in a giant feminine hand that dwarfs people standing 


GILBERT ROHDE 


who created the 
unique Anthracite Ex- 
hibit, is one of the 5 in- 
dustrial designers ap- 
pointed by the World’s 
Fair Corporation 
to design its own ex- 
hibits and buildings. 


and how to reach it 


ONSTITUTION 


5 World’s Fair Station of 
Long Island Railroad. 


6 Bus Parking Field. 


7 Automobile Parking 
Field. 


8 Trylon and Perisphere. 
9 Avenue of Patriots. 
10 Rainbow Avenue. 


beside it. See the sixty-foot wall of “Anthracite” that 
changes from jet black to a red glow. See the “pictur- 
ama” of the Anthracite producing region and its many 
products other than Anthracite. See the three-dimen- 
sional action display of automatic Anthracite equip- 
ment—and the White Room that contains a talking 
Anthracite heater. 


One of the most interesting and outstanding Exhibits 
in the World’s Fair will be the Anthracite Exhibit. See 
it first when you visit the Fair. Anthracite Industries, 


Inc., Chrysler Building, New York, N. Y. 


| THRACITE 


( HARD COAL) 
THE ONLY J STAR FUEL 
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A.LB. Awaits Its 
37th Convention 


Grand Rapids Host 
To Bankers in June 


Public Meetings 
Held in Virginia 


Seattle Bankers 
At Workon Plans 


Pick Committees for 
A.B.A. Convention 


Program in 5 Towns 
For Pupils, Adults 


American Institute of Bank- 
ing interests center currently 
on the approaching annual 
convention—the 37th—to be 
heldin Grand Rapids, June 5-9. 

As usual, a comprehensive 
program of work and enter- 
tainment is being arranged 
and the hundreds of delegates 
meet in the furniture capital 
early next month are assured of 
a profitable convention. 

The 13th National Public 
Speaking Contest for the A. P. 
Giannini Educational Endow- 
ment prizes starts the week on 
Monday evening, June 5. The 
next morning, Milton F. Bar- 
low, Institute President, and 
cashier, National Citizens Bank 
of Mankato, Minn., opens the 


Public customer relations Committees are already at 
meetings have been held in five work on arrangements for the 
Virginia counties this Spring. % : 1939 Annual Convention of the 
There were afternoon sessions Seattie Chalemean American Bankers Association 
for high school pupils and | 4 Price, president, Na- in Seattle, Sept. 25-29. 
evening gatherings for bank | gional Bank ’ of Camsnanen The general committee of 
customers. Seattle, is chairman of the | Seattle bankers has announced 

The series, arranged by the | general A.B.A. Convention | “Banking Progress on Parade” 
regional Clearing House Asso- committee as the Convention theme. It 
ciation of Frederick, Clarke, was chosen, said Andrew Price, 
Shenandoah, Warren and Page president of the National Bank 
Counties, was similar to the of Commerce, Seattle, and 
meetings which have featured chairman of the general con- 
recent regional conferences of vention committee, “by way 
the American Bankers Associa- of emphasizing the educational 
tion. Orval W. Adams, while features of the Convention.” 
President of the Association, The general committeemen: 
instituted the plan as a means J. W. Spangler, Seattle First 
of strengthening the relations National Bank, vice-chairman 
between banks and their cus- and treasurer; C. Baillargeon, 
tomers. Seattle Trust & Savings Bank; 


Customer Relations 


Series Is Popular 


The new customer relations 
program of the American Bank- 
ers Association is having con- 
siderable success, reports Pres- 
ident Philip A. Benson. More 
than 5,600 sets of booklets em- 
bodying the program have 


— , , | been purchased by approxi- 
aeoad. convention officially. The program at each Virginia | mately 2,400 banks. A. Brygger, Peoples National 
14. The program committee, un- | meeting featured entertain-| Each bank ordering the | Bank of Washington; G. H. 
_— der chairmanship of Harry R. | ment and interesting speakers. | series received a memorandum | Greenwood, Pacific National 
Smith, Institute vice-president, | Andrew Summers, known as| of directions for conducting | Bank; E. V. Illsey, Canadian 
isphere. and assistant vice-president, | “Virginia’s young tenor”, sang | employee conferences on the Bank of Commerce; Harry 
iots. Bank of America, N.T. & S.A., | several songs, and Dr. William | material in the seven booklets, | Lear, University National Bank; 
e. San Francisco, has provided a | A. Irwin, assistant educational | which treat current banking | Louis Lear, Green Lake State 
place for the familiar A.I.B. | director of the American Insti-| and economic subjects in a | Bank; Dietrich Schmitz, Wash- 
convention features, including | tute of Banking, spoke on| popular style. They are de- | ington Mutual Savings Bank; 
” that the chapter debate, the depart- | “‘ Rediscovering America.” signed to provide bank per-| Harry Shelton, Coolidge Mu- 
Setun mental and Institute confer-| The presiding officer at the | sonnel with background as a tual Savings Bank; J. A. Swal- 
ences, business sessions, cau- | meetings was Huston H. New-| means of dealing effectively | Well, Seattle First National 
many cuses, installation of the new | man, cashier of the Farmers| with the questions they en-| Bank, and G. L. Wakeman, 
imen- officers, and addresses by na- | Bank, Inc., of Edinburg, Va.,| counter in meeting bank cus- | Bank of California. 
~quip- tionally known speakers. Among | and chairman of the regional | tomers, at home, and in their| Other committee heads are: 
Iki the latter are W. J. Cameron of | clearinghouse association. C. L. | general social contacts. A. W. Hogue, University 
es the Ford Motor Company; Dr. | Robey, president of the Purcell- | Mr. Benson said it was es-| National Bank, educational 
Paul F. Cadman, director, | ville National Bank, and presi-| sential that bank people be | displays committee; W. Erich 
hibits American Research Founda-| dent of the Virginia Bankers | equipped to deal effectively Lucas, National Bank of Com- 
tion, San Francisco; and Presi- | Association, spoke at the vari-| with talk about banking and | merce, entertainment; J. W. 
it. See dent Benson of the A.B.A. | ous sessions. related subjects. Spangler, finance; J. C. Glass, 
istries, 


Bank of California, golf; Harry 
Shelton, halls and meeting 
places; Stuart Frazier, Wash- 
ington Mutual Savings Bank, 
hotel; C. A. Philbrick, Seattle 
First National, information; 
George H. Greenwood, music; 
J. L. Platt, National Bank of 
Commerce, personnel; K. Wins- 
low, Seattle Trust & Savings 
Bank, publicity; Raymond 
Frazier, Washington Mutual 
Savings Bank, reception; G. 
Crawford Morrill, Seattle First 
National Bank, registration, 
and Jay G. Larson, Seattle First 
National, transportation. 
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Secretaries Divided 
on Five-Day Week 

Questioned as to whether 
they favored a five day bank- 
ing week throughout the year, 
16 secretaries of state bankers 
associations said “yes”, 16 
said “no”’, and 17 hadn’t made 
up their minds. 

The poll was taken by C. W. 
Beerbower, president of the 
State Secretaries Section, Ameri- 
can Bankers Association. 

Eighteen secretaries said their 
states would have a bankers 
conference this year. 


Spring Meeting Held at Hot Springs 


Members of the official family of the American 
Bankers Association gathered at The Homestead, Hot 
Springs, Virginia, for the four-day Spring Meeting of 
the Executive Council, April 23-26. 

Reports were submitted by the various divisions, 
commissions, committees and other groups that help 
carry on the Association’s many activities. Plans for 
and progress of the work were discussed. The Meeting 
concluded with the annual “family dinner.” 

A new feature of the Spring Meeting this year was a 
display, arranged on panels, illustrating the Associa- 
tion’s services to the member banks. 


NEws PAPER 
KING 


GraduateSchoolMen 
Hold 2nd Reunion 


The second annual reunion 
of alumni of The Graduate 
School of Banking was held at 
the Yale Club, New York | 
City, on April 8. 

In the afternoon there was a | 
conference on banking prob- 
lems, followed by a dinner at | 
which the speakers were W. | 
Randolph Burgess, vice-chair- 
man, National City Bank of 
New York, and Dr. Harold 
Stonier, director of the School. 
Dr. Burgess is a member of the 
faculty. 

Leaders of the conference 
symposium were: commercial 
banking, Richard Middleton, | 
Corn Exchange Bank and Trust 
Company; investments, E. Bates 
McKee, City Bank Farmers 
Trust Company; trusts, Harold 
Fay, Public National Bank 
and Trust Company. All are 
New York bankers. 

The faculty met the same 
day to discuss plans for the 
fifth resident session of the 
School at Rutgers University, 
June 19-30. | 


Benson, Hanes to 
Speak at State 
Conventions 

President Benson is sched- 
uled to speak this month to 
conventions of the Mary- 
land, Missouri, Kansas, South- 
ern California, Texas and 
New York bankers associa- 
tions. First Vice-president 
Hanes addresses the Indiana 
organization and has a 
tentative engagement at the 
West Virginia convention. 


Recovery Cooperation 
Is Conference Theme 


The National Association of 
Mutual Savings Banks, meet- 
ing in New York, May 10-12, 
has planned its conference 
around the theme Cooperat- 
ing for Recovery.” Representa- 
tives of banking, business and 
government will participate. 


Graettinger Retiring 
From Active Duty 
The council of administra- 
tion of the Illinois Bankers 
Association has granted the 
request of M. A. Graettinger 


Olympic Hotel, Seattle, headquarters for A.B.A. 1939 
Convention 


that he be relieved of the 
responsibilities of the executive 
vice-presidency because he has 
reached the usual retirement 
age. The change takes effect 
May 31. 

The council voted to have 
Mr. Graettinger, who has been 
with the association 22 years, 
continue in an advisory ca- 
pacity for the next two years, 


CONVENTIONS 


retaining the title of executive 
vice-president. After that pe- 
riod the office will be abolished. 


Morris Goldwater Dead 


Morris Goldwater, 87, secre- 
tary of the Arizona Bankers 
Association for 34 years, died 
April 11 in Prescott. He was 
the oldest state secretary. 


American Bankers Association 


May 24-26 
May 25-26 
May 25-27 
May 25-27 
May 25-30 


May 26-27 
May 29-30 


American Institute of Banking, Hotel Pantlind, 
Grand Rapids, Michigan 

The Graduate School of Banking, Rutgers Univer- 
sity, New Brunswick, New Jersey 
Annual Convention, Olympic 
Washington 


Hotel, Seattle, 


State Associations 


Indiana, Claypool Hotel, Indianapolis 

Maryland, Hotel Traymore, Atlantic City, New 
Jersey 

Oklahoma, Oklahoma City 

Tennessee, Hotel Patten, Chattanooga 

Oklahoma Institute of Banking, Oklahoma City 
Missouri, Excelsior Springs 

Mississippi, Buena Vista Hotel, Biloxi 

South Carolina, The Poinsett Hotel, Greenville 
Kansas, Topeka 

North Carolina, Carolina Hotel, Pinehurst 
Alabama, Jefferson Davis Hotel, Montgomery 
Virginia, Cruise to Bermuda on board the Queen of 
Bermuda 

Texas, Baker Hotel, Dallas 

Ohio, Commodore Perry Hotel, Toledo 


’ New Jersey, Hotel Ambassador, Atlantic City 


Arkansas, Hotel Marion, Little Rock 

California, Hotel Del Coronado, Coronado 
Pennsylvania, Hotel Traymore, Atlantic City, 
New Jersey 

Illinois, Pere Marquette Hotel, Peoria 
Massachusetts, New Ocean House, Swampscott 
West Virginia, Greenbrier Hotel, White Sulphur 
Springs 

New York, Cruise to Bermuda on board S. S. 
Manhattan 

North Dakota, Grand Forks 

Annual Educational Conference, Arkansas Junior 
Bankers Section, Hot Springs 


June 
June 
June 
June 
June 


June 
June 
June 


June 
June 


June 
June 
June 
June 
June 
June 
June 
June 
July 


July 
Aug. 


Aug. 


South Dakota, St. Charles Hotel, Pierre 

Iowa, Hotel Fort Des Moines, Des Moines 
Georgia, Hotel De Soto, Savannah 

Wisconsin, Hotel Schroeder, Milwaukee 

District of Columbia, The Homestead, Hot Springs, 
Virginia 

Vermont, Woodstock Inn, Woodstock 

Wyoming, Casper 

Virginia Bankers Conference, University of Virginia, 
Charlottesville 

Oregon, Hotel Gearhart, Gearhart 

Connecticut, Shuttle Meadow Country Club, New 
Britain 

Minnesota, St. Paul Hotel, St. Paul 

Washington, Spokane 

Colorado, Hotel Colorado, Glenwood Springs 
Utah, Grand Canyon National Park 

Michigan, Statler Hotel, Detroit 

Montana, Yellowstone National Park 

Maine, Poland Spring House, Poland 

Idaho, Sun Valley 

North Carolina Bankers Conference, University of 
North Carolina, Chapel Hill 

Kentucky Bankers Conference, Lexington 
Arkansas Bankers Seminar, University of Arkansas, 
Fayetteville 

Tennessee Bankers Conference, University of Ten- 
nessee, Knoxville 


Other Organizations 


U. S. Chamber of Commerce, Washington, D. C. 
Association of Reserve City Bankers, Del Monte, 
California 

Association of National Advertisers, Westchester 
Country Club, Rye, N. Y. 

National Association of Mutual Savings Banks, 
New York City 

National Safe Deposit Advisory Council, San 
Francisco, California 
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5-7 
June 5-9 7-8 
7-8 
June 19-30 8-11 
Sept. 25-28 9-10 
9-10 
11-16 
12-1 
May 34 14 
May 45 
14-16 
May 45 te 
May 45 16-17 
May 6 19-20 
May 8-10 19-21 
May 9-10 23-24 
May 9-11 
May 10-12 26-27 
| May 10-12 10-14 
May 11-12 
| May 14-19 | 18-20 
7-11 
May 16-18 ' 
May 18-19 14 
| May 18-20 
May 23-24 
May 24-26 
| May 1-4 
| May 8-10 
| May 10-12 
May 10-12 
May 18-20 
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CELEBRATING THE (9 ANNIVERSARY OF 


DIAMOND JUBILEE SALE of Wisconsin Cheese, 


launched by this four-color double-page spread in the 


April 29th issue of The Saturday Evening Post. 


With the Post ad reproduced above, largest national mag- 
azine ad in bulk cheese merchandising history, Wis- 
consin launches a national year-round sale of famous 
Wisconsin dairy products . . . celebrating the 75th an- 


niversary of cheese-making in this state.* 


As the largest bank in Wisconsin, we are proud to have 
played a part in financing Wisconsin’s great dairy indus- 
try through many years of growth and progress. And 
our long-established relationships with leading cheese 
factories and processors, dairies and distributors . . . as 
well as correspondent banks throughout Wisconsin . . . 


make a First Wisconsin connection especially valuable to 


OF MILWAUKEE 
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FIRST WISCONSIN NATIONAL BANK 


any bank or business with an interest in this rich dairy- 
land market. National concerns with sales, purchasing or 
production problems related to Wisconsin’s dairy indus- 


try also find it helpful to bank at the First Wisconsin. 


Write for a copy of our Wisconsin Service Map — a 


graphic picture of our statewide contacts. 


*Chester Hazen built Wisconsin’s first cheese factory in Ladoga, 
Fond du Lac County, in 1864. Today Wisconsin produces 49.9% 
of all the cheese made in the U.S. In addition, Wisconsin an- 
nually produces over 745 million cans of evaporated milk .. . 
and packs 265 million cans of delicious fruits and vegetables. 


Say “Wisconsin” to your grocer! 


Founded 1853... Wisconsin’s Largest Bank 


Member Federal Deposit INSURANCE CORPORATION 


| Now under way, coast-to-coast... 
| 
n 
| 
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Books of the Month 


Public Relations 


N Public Relations for Business (Whittlesey House, Mc- 
Graw-Hill, $3), Milton Wright has some pleasant 
things to say about bank public relations. He calls at- 

tention to the efforts “some of the more progressive banks 
have been making to build good will’’, pointing out that 
they have discovered how all the major aspects of a bank’s 
work can have a part in effecting better public relations. 
He also devotes several pages to a detailed report on an 
anonymous bank’s successful program, based on the direct 
personal contact method. The book, as a whole, constitutes 
a practical manual for executives who are interested in 
learning more about the important matter of how to get 
along better with the public and how to enlist the good will 
of employees, customers and investors. Mr. Wright anal- 
yzes the public relations work of several companies that 
have been outstandingly successful in the field, and makes 
detailed studies of 13 media. 


Life Insurance as Collateral 


A book that will have many readers is Assignment of Life 
Insurance Policies as Collateral Security. Written by Robert 
C. Tait, assistant trust officer, Genesee Valley Trust Com- 
pany, Rochester, New York, as a Graduate School of 
Banking thesis, and now published by the School ($2), it is 
the first attempt to formulate a guide to handling a problem 
greatly intensified by the depression. Regardless, as the 
author points out, of whether borrowing against cash values 
is properly a banking or an insurance matter, many commer- 
cial banks are holding assigned policies and the question 
of proper assignment is likely to continue. 

Mr. Tait divides his 141-page book into four parts. First 
there is a general presentation of the problem, including 
extensive consideration of the beneficiary’s rights, with case 
citations, and of the legal responsibilities and liabilities of 
assignee and assured. Part 2 discusses which rights and 
powers of the assured should pass to a bank assignee. Part 3 
takes up assignment methods, including a proposed standard 
bank form. In Part 4 Mr. Tait goes into insurance loan 
procedure and offers some suggestions as to desirable future 
developments, chiefly in the interests of clarification and 
simplification. 

This thesis attracted wide attention among Graduate 
School men. Its present form makes it more accessible to 
all bankers who may want the benefit of Mr. Tait’s practical 
and competent research. 


Government Prices 


Government Price-Fixing, by Jules Bachman (Pitman 
Publishing Corp., $3), examines the many ramifications of 
one phase of Government tinkering with economics. Mr. 
Bachman, an instructor in economics at New York Univer- 
sity, presents “in effect a blueprint which indicates the 
pitfalls involved in connection with price controls and, wher- 
ever possible, suggests means of avoiding them or minimiz- 
ing their ill effects.” His study takes him, naturally, 
through NRA and AAA, as well as the international agree- 
ments on tin, rubber and sugar. Direct price-fixing is con- 
sidered; so is the indirect variety—production and market- 
ing controls. Problems of enforcement are emphasized. 

Price-fixing has failed in the past, says Mr. Bachman, 
“because it has been partial—the economic system won’t 
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work half free and half controlled. A complete system of 
price-fixing under a trained administration might work 
judged by political or ethical ends but there would be no 
way of telling how much it cost us in well-being. The entire 
analysis points to this conclusion. The difficulties involved 
in connection with government price-fixing have been out 
of all proportion to the benefits derived.”’ 


Reorganization 


The Brookings Institution’s study Reorganization of the 
National Government, which received wide newspaper pub- 
licity and comment early in March, appears in book form 
as a publication of the Institute for Government Research 
($2). The authors, Lewis Meriam and Laurence F. Schmeck- 
ebier, do a thorough-going job in examining what reorgani- 
zation involves. Noting that the major defect in the Gov- 
ernment’s executive branch is the lack of a “fully developed, 
effective, permanent coordinating agency under the Presi- 
dent”, it is suggested that the Budget Bureau might become 
such a mechanism. The investigational agencies of Congress 
might also be augmented through expansion of the appro- 
priations committees, so that the national legislature could 
be “implemented to enable it independently to secure the 
necessary facts for the exercise of its powers.” As for impor- 
tant and effective economies, these “can come only from 
elimination and curtailment of certain types of activities”. 


Commercial Banking Law 


Bank Officer’s Handbook of Commercial Banking Law, by 
Frederick K. Beutel (Little, Brown) is “designed primarily 
to furnish information to commercial bankers on ordinary 
legal problems which arise in the regular course of their 
business.”’ Subjects covered include: opening accounts, mu- 
tual duties of bank and depositor, commercial paper, special 
contracts in commercial loans, security devices and surety- 
ship defenses, mortgages, collection and payment of in- 
struments, protest, merchandise paper and instruments 
involved in remitting funds, etc. The author is Visiting 
Professor of Law, Northwestern University. 


“Blue Book” and Others 


The first 1939 edition of Rand McNally Bankers Directory 
($15)—the Blue Book—contains a new feature, a special 
list of banks having total resources of $25,000,000 and over. 
Bank statements of December 31 last, and later, appear in 
this edition, and there is the usual up-to-date information 
on names of officers, directors and correspondents, and sta- 
tistical data. . . . The National Manufacturers Association 
publishes the report of its Committee on the Study of De- 
pressions, the result of 18 months of investigation. The 
report covers the background, extent and causes of the 
1937-38 depression, important conditions prevalent in pre- 
vious prosperity periods in this country, and conditions 
essential to sustained prosperity when recovery has been 
attained. One of these is a private banking system. 

National Income in the United States 1799-1938, a Na- 
tional Industrial Conference Board study, offers what are 
said to be the most complete estimates of our national in- 
come for the 140-year period. Sources of income are esti- | 
mated by kind and by industrial origin. One interesting 
point is the rise of government as a provider of personal 
income—trom 1 per cent in 1799 to 20 per cent in 1936. 
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HOW ‘CONSERVATIVE ARE BANKERS ? 


Banxers are traditionally conservative — i.e., “dis- 
posed to maintain existing institutions, moderate, cau- 
tious.” For which fact, thinking citizens in every walk 
of life are thankful. 

But wasteful or inefficient figure-work procedure 
should not be a part of an “existing institution.” For 
which fact, we are thankful! 


The New COMPTOMETER BANK PROOF UNIT 


was built especially for banking use, and applies tradi- 
tional “Comptometer economy” to modern banking 
procedure. Specifically, substantial savings in time and 
money result from: 


GREATER SPEED achieved without sacrifice of accuracy. 
SIMPLIFIED ROUTINE, elimination of costly waste motion. 
COMPELLED OPERATING ACCURACY* 


In the bookkeeping department, the Comptometer 
proof plan actually proves the accuracy of each indi- 
vidual posting — spotting errors immediately. By this 
plan it is not necessary to complete the entire posting 
routine before “posting errors” are discovered. It *COMPTOMETER ACCURACY is 
literally compelled by the Con- 
proves that the correct accounts were handled; that Sen 
old balances were picked up accurately; and that in- bled or incomplete key strokes) 
and by other exclusive Comptom- 
dividual debits and credits were posted correctly. eter accuracy-safeguards. 
Our representative in your community is prepared 
to demonstrate — intelligently, and in your office on 
your work — the full significance of this newest Compt- 
ometer unit. Telephone your Comptometer office . . . 
or, if you prefer, write direct to Felt & Tarrant Mfg. 
Co., 1711 North Paulina Street, Chicago, Illinois. 


ATOMPTOMETER 
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This department of BANKING is 
conducted by our Methods and 
Ideas reporter, John J. McCann 


Get Ahead Club 
VERSION of packaged sav- 


ings programs, modeled after the 
“& popular “Buy $1,000” plan, is 
now being promoted widely in the 
Boston area by the Boston Five Cents 
Savings Bank. This plan, called the 
“Get Ahead Club’’, offers two specific 
programs for accumulating either $500 
or $1,000 on the basis of $2.50 or $5.00 
weekly deposits. No fines or penalties 
are attached to membership and the 
current interest dividend rate applies 
to accumulated balances. A little em- 
blem has been designed for the club in 
the form of a circle with the Roman 
numeral “‘V” centered and overprinted 
with the slogan—Get Ahead Club. It is 
featured in small spot ads in local 
dailies. Larger display insertions are 
also used periodically. 


Welcome Neighbor 


RIGHT AT THE TIME when Spring 
home-buyers are getting settled in their 
new Westchester homes, the County 
Trust Company of White Plains (New 
York) hit upon a copy theme well off 
the beaten track. Interpreting the usual 
first question of a new resident, the 
copy raises his spirits with the news 
that among the pleasant experiences 
ahead is meeting the neighbors—many 


METHODS and IDEAS 


PERMANENT DIVIDEND ORDER 


To the Treasurer of the HOME SAVINGS BANK, BOSTON: 
Until otherwise ordered, please pay by check all future dividends 


on my account to the order of— 


P. D. O. (Page 62) 


For permanent, investment savers 


of whom have the same tastes and 
hobbies as his own. Then accenting 
neighborly attitudes still more, copy 
suggests that the new resident, in in- 
quiring around for a banking connec- 
tion, will frequently be referred to the 
County Trust. This prepares the way 
for a closing cordial welcome. 


F.H.A. 


More THAN 1,250 inquiries and ap- 
plications were received by the Bowery 
Savings Bank (New York) during the 
week following the announcement of a 
reduction in its interest rate on ap- 
proved F.H.A. mortgages to 4% per 
cent. Three hundred and seventy in- 
quiries were received on the first full 


CREDIT REPORTING (Page 60) 


A convenient formula has been worked out 


Occupation 


Address 


In general terms, i.¢., 
“Wholesale Provisions,” “Agent,” 


We report as follows on the above-named party/Company {without prejudice to 


the bank or the writer}: 


Form to be followed in preparing Credit Information Reports: 
- Status, i.e., whether Corporation, Partnership, or Individual—information to indicate. 
prospects of continuity,—if “one man concern,” age, health, and whether he has 
anyone assisting him who could carry on, i.e., organized office and/or sales force, 


son or other relative. 


- More specific information as to activities, i.e., line engaged in, whether at wholesale 
or retail or on commission, names and addresses of concerns represented, etc. 


- Financial condition, quoting figures where they are not given to us confidentially; 


otherwise, in general terms only. 


- Date established and general antecedents, reputation, capacity, business probity, 
local credit rating, and standing with the trade. 


- How drafts handled fot collection are met. If no experience had, say so. - 


Account No. 


business day following the announce- 
ment. Requests for detailed information 
on the financing plan were received 
from builders of group developments, 
individuals planning to build, and pro- 
spective home buyers. 

This reaction may indicate a boom 
for employment of both labor and 
capital. Details of the plan are explained 
in an attractive question and answer 
folder issued by the bank. 


Credit Boost 


UNFORTUNATELY small retail estab- 
lishments have neither the time nor 
funds to show the advantages of con- 
sumer retail credit by institutional ad- 
vertising or other means. The job in 
hand is selling, with fingers crossed on 
credit abuses. It seems a highly com- 
mendable act for a bank to take up 
this job in the manner of the First Na- 
tional Bank of Birmingham, Alabama. 

In an interesting campaign, the 
bank gives both the commercial and 
individual customers, as well as the 
public, a sound bit of credit reasoning. 
It advertises the fact that retail credit 
is a trade convenience—not a banking 
service. It outlines the values from a 
social, business and personal standpoint. 
It performs an all around good institu- 
tional job for the bank and retail trade. 


Quiz Copy 


AS WITH EVERYTHING ELSE, the 
public has built up and circulated some 
odd notions on banking and its services. 
(CONTINUED ON PAGE 56) 
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As your lithographer or printer will 
explain, La Monte Safety Paper with 
your Bank's Trademark” incorporated 
in the paper itself, will add substan- 


tially to the protection, prestige and 


“.. You can tell the 


difference at a glance’ 


advertising value of the Bank’s checks. 

The advantages of individualized, 
safe checks are so obvious that thou- 
sands of leading banksand corporations 


have their own La Monte Safety Paper. 


La Monte Safety Papers are specified by leading business institutions 
from coast to coast, including more than 75% of the nation’s largest banks. 


GEORGE LA MONTE & SON 
Nutley ....New Jersey 
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METHODS—Continued 


In the timely vogue of question and 
answer, the Marine Midland banks of 
New York have launched a state-wide 
campaign to dispel these popular falla- 
cies. Under the theme banner—‘ Facts 
Everyone Should Know’”’—the ads pose 
such questions as: Can you cash a check 
written in pencil? Is a note ever payable 
on a holiday? Can a 12-year-old boy have 
a checking account of his own? etc. 
These questions appeal to the curious 
layman as well as the interested banker. 
The answers are brief and to the point. 
Each ad carries a selling point woven 


inconspicuously in the body of the 
copy. 


Fair Map 


A MAP OF GREATER NEw YorK pre- 
pared especially for the World’s Fair is 
being distributed by the Corn Exchange 
Bank Trust Company to customers and 
others upon request. This map illus- 
trates the city’s five burroughs in re- 
ceding perspective—an effective change 
from the usual flat type of map. On the 
reverse side it has miscellaneous infor- 
mation on points of interest, a map of 
the city’s transit system, and a close-up 


To make a sailboat thoroughly seaworthy, every seam must be caulked. Like- 
wise, a bank or a business, to be entirely safe, must stop every crevice of possible 


Every Seam Caulked 


loss with adequate insurance and bonding coverage. 


Many are the hazards that beset bankers and business men today: embezzlement, 
forgery, raising of checks, robbery, safe burglary, and loss of securities. Against 
the consequences of these and similar misfortunes, Standard Accident of Detroit 
provides sound stock company protection. 


A Standard agent will gladly measure the hazards of a bank or business and 
recommend protection that precisely fits the individual needs. 


STANDARD ACCIDENT INSURANCE COMPANY 
Standard Service Satisfies ... Since 1884 


view of the Fair grounds showing the 
location of the various buildings and 
exhibits. Advertising is confined to a 
brief statement on policy and a list of 
the bank’s 75 branch offices. 


Pedigree 


THE First-OWENSBORO BANK & 
Trust Company, Owensboro, Ken. 
tucky, is making use of an interesting 
promotion idea which involves the im- 
proving of local cattle stock. The bank 
purchased a young registered Guernsey 
of rich pedigree which, in cooperation 
with a local creamery, is made available 
at stud to approved herds. No fee is f 
charged other than cost of transporta- 
tion on a low mileage basis in the cream. 
ery’s truck. With all due respect to the f 
bull pictured on the announcement our [ 
eye was attracted also to the separate | 
column arrangement of factual data on 
the plan at one side of the card. As 
the ad states, this was done so that 
interested cattlemen might save the 
clipping for future reference. This styl- f 
ing appeals more to the clipping urge f 
than if the reader was asked to save the J 
whole quarter-newspaper page adver- f 
tisement, as is frequently the case in 
less thoughtfully layed-out copy. 


Service Check-up 


THE BEST WAY TO FORESTALL the 
aggravating problem of customers pro- 
fessing ignorance of available bank 
services is to provide a check list and 
see that it reaches all customers period- 
ically. Memory is short-lived and 
repetition, in this instance, is not 
wasted. How to go about arranging the 
list is a matter of preference. It may be 
carried on the back of statements and 
other literature, or it may be featured 
as a separate promotion piece. One such 
example is that issued by the National 
City Bank of Troy, New York. This 
folder, set to the theme of streamlined 
tailored service, is a simple yet attrac- 
tive four-page affair. Page three con- 
tains a complete boxed check list of all 
the facilities. Detailed information on 
any one or several points may be ob- 
tained by indicating the titles on a 
business reply card enclosed. 


100% Analysis 


HAVING FOUND ITS SYSTEM of meas- 
ured service charges faulty in over- 
penalizing the low-balance group of 
depositors and allowing too small 2 
margin of profit on others, the Citizens 
First National Bank & Trust Company, 

(CONTINUED ON PAGE 58) 
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DEPOSIT ANALYSIS SERVICE 
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> that f ANK executives interested in 


: aak obtaining detailed Savings Ac- Analyses such as these are quickly obtained— 
4 urge count Information are urged to Structure and Activity of Deposit Liability for Accounts Under $500 


This Proportion | Contains this And is Responsible 


Vv ce 
© the investigate the advantages of the of the Total Number of | Proportion of the Total pA sete 
adver- Accounts . . . Deposit Liability . Transactions 


ase in International Business Machines 
SERVICE BUREAU. This Bureau 
165.6%! 
will prepare detailed analyses of 
our complete deposit structure, 
LL the 
rs pro- and will quickly furnish you with 


bank tabulated reports. 

ist and Structure and Activity of Deposit Liability for Accounts Over $2,000 
period- 

International Business Machines 


is not SERVICE BUREAUS are located 
ing the 
may be 
its and by trained operators and super- 
atured 


in principal cities. They are manned 


visors and are equipped with Inter- 


ne such 
~ national Electric Bookkeeping and Structure and Activity of Deposit Liability Classified by Depositors Over 60 
<. This 
; Accounting Machines. Through 
milined 


attrac: the medium of punched cards, 
Pe COn- 
3 of all 
tion on accurate, tabulated information to 
be ob- 
on a 


these machines will quickly supply 


any bank — regardless of size. 


_| INTERNATIONAL BUSINESS 
| MACHINES CORPORATION 


small a 


Citizens World Headquarters Building \ Branch Offices in Principal 
mpany, 590 Madison Ave., New York, N.Y. ‘ACH Cities of the World 


INTERNATIONAL BUSINESS 

MACHINES CORPORATION 

590 Madison Avenue, N. Y. 

Please send me your new illustrated folder giving further 


information concerning your Deposit Account Analysis 
Service. 
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METHODS—Continued 


Ridgewood, New Jersey, worked out 
the following 100 per cent analysis plan: 


KEEP YOUR EYES ON — 
THE ICE INDUSTRY 


Collected balance 
Less 20 per cent reserve 


Unless, during the past few years, you have oes 
Earnings on balance—1 month at 3 per 


had special reason to note what has been gc 
going on in the Ice Industry the following a 7 
facts will probably surprise you: Costs 


@ Through technical research the mod- 
ern air-conditioned ice refrigerator has 
been developed — having advantages in 
food protection which competing types 
cannot match, yet costing only a third to 
a half as much. 


@ The Industry has become merchant 
minded — learned to merchandise its 
product and the equipment in which to use 
it. 

@ Through systematized employee train- 
ing it has improved its service to the 


public. 


@ It has developed new forms in which to 
sell ice — ice cubes and ice crushed into a 
variety of sizes to meet specific needs. 


@ It has opened up — in air-conditioning 
with ice — a brand new field of great po- 
tentialities. 


@ It has perfected new techniques in car- 
icing, thus performing more efficiently and 
economically one of its greatest services, 
the protection of perishable foods in transit. 


@ And by a vigorous national advertising 
campaign — now in its fourth year — it has 
awakened the minds of the public to the 
fact that ice refrigeration is very much in 
the present and future picture. 


Checks on bank 

Credits 

Cash, per $100 

Coupons, per envelope... . 
Maintenance 


CuHARGE—If earnings are less than 
costs, the difference is charged to the } 
depositor. If earnings exceed costs, part 
or all of the excess will be used to defray 
any further costs occurring in that par- 


| ticular six-month period. 


Explaining the method of handling 


| the plan, Donald S. Phillips, assistant 
| cashier, says: ‘The actual analysis of ff 


our 3,600 active accounts takes a 
comparatively little time. Tellers are 
responsible for recording the number of 
items and the amount of the float on 
the back of each deposit ticket. Book- 
keepers post these figures to the state- 
ment sheet when posting regular work. 
The average balances are run in short 
order, for we found that adding the 
balances of the ist, 5th, 10th, 15th, 
20th and 25th, and dividing by six gave 
us very accurate answers on most per- 
sonal accounts. 

“On active commercial accounts we 
still run daily balances. This method 
has been suggested to two other banks 
and both report it to be fair and a great 
time saver. 

“The actual analysis is done by one 
person in 70 hours. He brings together 


As a result of these accomplishments the 
sales of ice and ice refrigerators, which for 
years showed a steady decline, are again 
headed upward — and the Industry intends 
to see to it that they stay headed in that 
direction. 


all the various factors affecting the 
analysis on a card good for two years. 
This card is also useful for credit pur- 
poses. Incidentally, in computing the 
earnings two cents for every ten dollars 
of collected balance gives the answer. 
All charges to the depositors’ accounts 
are made from these analysis cards— 
which means the elimination of a debit 
ticket. While we are always glad to 
furnish details of this system to de- 
positors if requested, we find such 
requests very infrequent.” 


Keep your eyes on the Ice Industry . . . it is 
going places. 


NATIONAL ASSOCIATION OF ICE 
INDUSTRIES 
228 North La Salle Street, Chicago 


This Advertising is Sponsored by the Certified Members of the 


Ice Industries of the United States and Canada F.H.A. Loan Kit 


A MERCHANDISING TIE-IN with official 
F.H.A. literature is suggested by the 
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“handy reference kit” produced by the 
First Wisconsin National Bank for 


out distribution at Milwaukee’s Spring 
Home Show. The kit itself is a well e 

layed out advertising piece featuring - 

the bank's home loan service, with 

attention rows HELPED RENT MORE OFFICE SPACE 
spe inte an attractive IN MARQUETTE BUILDING, CHICAGO 


branch offices. The inexpensive cover- 
with pocket slot for Government litera- | 
ture and a business reply card addressed | 
to the bank for further inquiries. An 
03 imprinted, reverse plate signature ban- 
ner in color, dresses up the cover of the 
03 | Official descriptive booklet and bank 
oo | copy is also imprinted on the rear cover 
‘9s — page. A good number of leads have 

» been developed by the kit. 


than 
Budding Orators 
efray Last Marcu the Wisconsin Bankers 
par- Association sponsored a statewide pub- 
lic speaking contest open to any A.I.B. | 
dling §} member who had three years of bank | 
stant — experience, or who was either a holder 
sis of [| of the Institute’s standard certificate or 
es a had completed four of the prescribed| % iA 
it on “The Bank’s Place in Meeting Today’s ee service, type of occupancy, and Sanbeasaeen” Every square foot of space 
300k- Credit Needs”, and a three-minute 
tate- fF extemporaneous talk on a subject as- IGHT-CONDITIONING with a brand new scheme of office wall de- 
vork. signed to each individual at the time coration is largely responsible for increasing the occupancy of Chicago’s 


short | of the contest. The award was an all-| Marquette Building from 45.7% in 1934 to 83.9% today: 


the expense trip to Cleveland, Ohio, where | Earle Shultz, building 

15th, the winner may participate in the finals With only a 46% occupancy in 1935 and faced with price-cutting com- 
gave of the A.LB. District Contest. petition from newer buildings, the Marquette Building approached its 
problem by offering tenants improved working conditions and increasing 
the usableness of their space. 


Farsighted Investigation revealed that high level illumination helped employees work 


faster and easier, with fewer errors. Increases in employee efficiency ex- 
7 


according to 


per- 


ts we 


antes 
“ IT's GOOD NEWS, indeed, when loan ceeding 50% had actually been demonstrated. So the Marquette building 
—_— copy draws a definite line of caution) stepped up the quantity of illumination in its offices from an average of 
great lor the prospective borrower. Otherwise,| 4 footcandles to better than 20 footeandles. Total cost of the changeover 
as so often happens, both parties wind including the fixtures amount- 
y one up with a loss—in profits and in good ed to 35 cents per square foot. 
ether faith. “THINK when you borrow,” However, with the high in- 
; the § counsels one of a series of Cleveland tensity lighting, tenants are 
ears. (Ohio) Trust Company loan ads. Copy using three times as much cur- 
pur- — develops a sound appeal about the rent, and the additional profit 
h , . . from the sale of electricity will 
x the bank’s stated policy of looking to the . ‘emaat 
) amortize the total investment 
ollars customer’s future welfare on three 
swer. principles: first, the careful planning | 


A For further details of this prof- 
— of money needs; secondly, a guard itable office lighting installa- 


rds— against overborrowing; thirdly, a re- tion, write to General Electric 
debit payment plan to fit income. These Company, Dept. 166-B-E, 
id to § points, wisely observed and broadly Nela Park, Cleveland, Ohio. 
0 de- promoted, make better borrowers and 


They stay brighter longer 


such bring increased profits. 


Common Fault EDISON MAZDA LAMPS 


A WAVE OF PROTEST has been raised 


fficial lately by some interested observers of | GENERAL @ ELECTRIC 


y the financial advertising about the surpris- | 
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ing number of banks which fail to 
include their street address and city 
name, or both, in signature logotypes. 
To be sure, the local populace can easily 
identify the sponsor by name. But, we 
are reminded, there is a constant flow 
of transients who read local newspapers 
and may wander to a competitor’s door, 
if they are not given specific directions. 
There are many other angles behind this 
bit of constructive criticism. 


Staff Savings 


A PROBLEM, very often belittled, is 
that bank employees need encourage- 


ment in personal thrift habits as much 
as any other group of workers. While it 
might be expected that daily contact 
with bank operations should exert 
enough influence, it just doesn’t always 
work out that way. Thrift, theoretically, 
depends upon character — but realis- 
tically, in practice, it is encouragement 
that counts. 

The Detroit Bank gives us a good 
example of how to meet this problem. 
A short while ago it installed a system 
of automatic savings for employees by 
means of voluntary payroll deductions. 
The idea was suggested by a member 
of the staff and the number of early 


PORTRAIT OF LIABILITY 


Liability lies around like a loose stick of dynamite . 
stairway, a sidewalk, elevator shaft, perhaps a building job. 


-ona 


It comes to life—explodes/—when an accident happens, injury 
or damage is done and somebody has to pay judgment 
rendered by the court to satisfy claims. 


Anyone inheriting property at birth is born with liability. 
A buyer of property acquires it. Contractors have it thrust 
upon them by doing work for owners. All—and their agents 
or representatives—are by law responsible for injury or 


damage to others caused on their property. 


When an agent of American Surety or New York Casualty 


Company solicits liability insurance, he offers to have his 
company take the risk of loss—bear the brunt of the blast. 


HOME OFFICES: 


AMERICAN SURETY. 


COMPANY 


NEW YORK CASUALTY 


COMPANY 
NEW YORK 


Both write Fidélity, Forgery and Surety Bonds and Casualty 


60 


enrollments indicated its popular ac. 
ceptance by the entire force. 

Upon written authorization, the per- 
sonnel department deducts whatever 
sum an employee may designate, and 
until future notice will deposit this sum 
to his credit in a savings account. The 


employee retains his own passbook and F 


has full access to all funds at any time. 
The plan is similar to many operated by 
large industrial corporations. 


personal need for a convenient, regular 
thrift plan. 


Credit Reporting 


AN INTERESTING SUGGESTION on how 
to maintain a standard in credit reports 
comes from H. M. Grindell, manager, 


San Juan Branch, Royal Bank of § 


Canada. Mr. Grindell has devised a 
simple model formula covering the 
essential points briefly and concisely. 


This may serve as a procedure guide for FF 
all reports. It eliminates the problem 
of trying to remember if one has covered [7 
the necessary ground, step by step. fF 
Since all reports are drawn to a set plan 


of construction, they not only become 


easier to read but much easier to pre- f 


pare. 


Depositor-ial 


THE COINAGE OF THIS NEW WORD is 
suggested by the series of depositor- 


written advertisements in letter form f 


running currently in the newsy monthly 
of The Industrial Federal Savings and 
Loan Association, Denver, Colorado. 
These letters are printed on the inside 


front and rear covers of the magazine. ff 
Addressed to department heads or to the 
institution, the letters explain how some f 
personal problem of finance was solved Ff 


by the services of the association. They 
are informal, sincerely composed, and 
do as much, if not more, than the usual 
display advertisement in selling readers. 
Photos of the authors appear with the 
letters. The personal signature and 
home or business address removes any 
doubt of their authentic source. 


Shop Talk 


THE QuEST for something different 
in the line of house organ material leads 
a merry chase down many and varied 
paths—ofttimes so far afield that little 
space is left for shop talk. Proof that 
the shop itself can supply true stories 
equally entertaining and instructive is 
found in As We See It, a monthly issued 
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While ff 
participation in it has no effect what- ff 
ever on the employee’s standing in the ff 
organization, it does much to solve his 
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by the Mercantile National Bank, 
Dallas, Texas. This paper has carried 
editorials on the human side of banking 
for some time. And now, a new series 
of short-short experience stories, con- 
tributed by bankers in Texas and other 
states, gives readers enjoyable anecdotes 
which clarify on attitudes without and 
within this business of banking. 


Loan Coupon Pulls 


BEST RESULTS in non-co-maker loan 
promotion, reports the Lincoln-Alliance 
Bank & Trust Company of Rochester, 
New York, has been obtained with 
advertisements featuring cost charts on 
varying amounts, and, curiously enough, 
coupon application blanks. In this 
bank’s opinion, loan prospects are inter- 
ested in two things: How much does the 
loan cost, and where and how do I make 
application? The simpler these points 
are explained the better, for the appli- 
cant is quick to compare costs with 
other sources, and he also takes into 
account the convenience and dispatch 
with which the loan may be obtained. 
The volume of coupon applications 
received from news ads represented an 
excellent clientele, whose work ap- 
parently restricted their free time dur- 
ing banking hours and made the coupon 
a welcome expedient. The coupon pro- 
vided space for essential facts, amount 
of loan desired, check-list of purposes, 
name, address, employed by, and 
weekly income. 


Quarter Century Club 


A FEW WEEKS AGO 195 members of 
the Quarter Century Club, National 
City Bank of New York, sat down to 
their third annual banquet, while 
simultaneously, like functions were 


CURB SERVICE (Page 62) 


Oklahoma City innovation 


MEYERS 
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held for service veterans in all overseas 
branches. The club’s purpose is to give 
special recognition to employees com- 
pleting 25 years of continuous active 
service, to form them into a unit dis- 
tinctive among existing or future groups 
and to set up a goal worthy of attain- 
ment. 

On the day marking the completion 
of 25 years of service each employee 
receives an engraved framed certificate 
of congratulations, as official notifica- 
tion of admission to club membership. 
On the same day, the employee is also 
presented with a gold pin emblematic 
of membership. An appropriately en- 
graved silver plate is presented at the 


annual dinner to each new member ad- 
mitted during the preceding year. From 
then on he enjoys the privileges of an 
“old-timer”, and is treated with the 
respect of an upper-classman, though 
he still remains a jovial member of the 
official family. 

Number Eight—employee magazine 
—blossomed out for this recent occasion 
in festive style with decorations recall- 
ing the celluloid collar and handle-bar 
mustache era. 


News Letter 


In EFFECT the contents of many 
economic news-services shoot over the 
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Investment Bonds 


Our Bond Department buys for its 
own account and recommends 
for investment State, County and 


Municipal bonds. 


It also maintains an active market in 
all issues of United States securities. 


The experience of seventy-five years 
and immediate contact with princi- 
pal cities makes this bond service 
particularly valuable to banks. 


Inquiries by telephone, wire or mail 
are invited and quotation sheets will 
be mailed on request. 


Telephone FRAnklin 6800 


Teletype 


CGO - 


- 987 


The First National 
Bank of Chicago 
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heads of subscribers because of highly 
specialized treatment and failure to 
cover the interests of all lines of busi- 
ness. A contrast—both original and 
refreshing—is the Weekly News Letter 
published by the Central National 
Bank & Trust Company of Des Moines, 
Iowa. This service reports exclusively 
business and banking angles of legis- 
lation proposed and passed by the 
state assembly. It digests this news 
without editorializing or making par- 
tisan comments. 

The service, now copyrighted, was 
first issued in 1937 to a list of 1,000 
comprising all Iowa banks and leading 
business executives. Its wide appeal 


has since run circulation up to 2,100. 
Of special interest is the fact that many 
recipients have expressed a willingness 
to help defray production costs. Several 
newspapers have, upon request, been 
granted permission to quote the weekly 
reports. 

Production is by photo-offset on four 
pages, folded letter size and punched for 
standard loose-leaf binding. L. Call 
Dickinson is editor. 


P. BD. @. 


DEPOSIT ANALYSIS brings to light the 
fact that stability and earnings in the 
savings department depend largely 


ONE HUNDRED YEARS OF BANKING SERVICE: 1839—1939 


Guaranty Trust Company 
of New York 


140 Broadway 


Fifth Ave. at 44th St. 


LONDON PARIS BRUSSELS 


Condensed Statement of Condition, March 29, 1939 


RESOURCES 
Cash on ‘Hand, i in Federal Reserve Bank, and 


Due from Banks and Bankers. . 


U. S. Government Obligations . . . 


Public Securities . e 
Stock of the Federal Reserve Bank . 
Other Securities . . — 
Loans and Billls Purchased a 
Credits Granted on Acceptances. . 
Bullion Abroad and in Transit . . 


Items in Transit with Foreign Branches . 
Accrued Interest and Accounts Receivable 


Real Estate Bonds and Mortgages . 


Bank Buildings... . 
Other Real Estate . . . 


Total Resources . . 


LIABILITIES 


$1,652,777,536.45 
17,438,690.63 


Deposits .. 
Checks. . 


Acceptances. . . 
Less: Own Accep tances 


Liability as Endorser on Acceptances and 


Foreign Bills . 


Agreements to Repurchase Securities Sold 
Dividend Payable April 1, 1939. ° 
Miscellaneous Accounts Payable, Accrued | 

Interest, Taxes, etc. . . : 


Surplus Fund .. 
Undivided Profits . 


Total Liabilities . 


Securities carried at $19,147,784.46 in the above one seg are pledged 
fiduciary powers, to secure public monies as required 


LIVERPOOL 


- $ 90,000,000.00 
170,000,000.00 


Madison Ave. at 60th St. 
HAVRE ANTWERP 


$ 772,678,298.79 


2,238,507.33 


1,975,277,174.36 
11,997,644.71 
1,473,050.26 


- $1,988,747,869.33 


$1,670,216,227.08 


$36,070,641.34 


15,236,409.13 

20,834,232.21 
4,859,771.00 
1,097,086.00 
2,700,000.00 


16,083,862.95 
1,715,791,179.24 


12,956,690.09 
.  272,956,690.09 
. $1,988,747,869.33 


to qualify for 
by law, and for other ame, boo 


Member Federal Deposit Insurance Corporation 


upon the group of accounts classed as 
permanent investment savings. It there- 
fore pays to checkmate the inducements 
offered this particular class of accounts 
by competitive sources. One helpful 
plan, not very widely promoted, is the 
“Permanent Dividend Order” as used 
by the Home Savings Bank of Boston, 
Massachusetts. There semi-annual in- 
terest dividend checks are mailed to 
3,500 P. D. O. accounts. This service 
naturally appeals to depositors who 
live on the income from invested sav- 
ings. In effect the plan follows that 
fundamental theory of thrift which ad- 
vises against the use of accumulated 
principal. To obtain this service the 
depositor merely signs a simple order 
card instructing the bank to pay inter- 
est dividends by check instead of the 
usual method of crediting the passbook 
when presented. 


Home Buyers Service 


IN AN EFFORTTO HELPits 185 members 
move foreclosed real estate, the Massa- 
chusetts Co-operative Bank League re- 
cently evolved an interesting plan of 
merchandising property through a cen- 
tral listing bureau—called “Home Buy- 
ers Service.”” Under the program each 
member submits to the League office, 
or district headquarters, on special 
record cards full data on properties 
offered for sale. In turn the member 
receives a complete compilation of all 
properties held by other members. 


Curb Service 


FirST INSTALLATION of the new curb 
type “After Hour Depository” in the 
Southwest was made recently by the 
Liberty National Bank, Oklahoma City. 
No more obtrusive than a mail-box, 
this device is the last word in stream- 
lined service. The surface unit, on solid 
concrete foundation, is done in steel 
with polished bronze trim. A steel 
chute transports deposits from the 
receiving head to a heavy safe below 
the sidewalk which adjoins the bank’s 
main vaults. The unit operates auto- 
matically and is tamper proof. 

Heavy cowhide, zipper deposit bags 
equipped with individual padlocks are 
supplied to customers of the service. 
Deposits are taken each morning from 
the dual-control combination safe and 
distributed to tellers with whom cus- 
tomers usually transact business. Cus- 
tomers may either call for their bags 
during banking hours and complete 
deposits in the regular manner, or by 
special arrangement have the bank 
complete the transaction. 
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With maintenance charges on many buildings 
showing sharp upward curves, it becomes in- 
creasingly important to cut steam generation 
costs where possible. That’s why we suggest 
you investigate what Todd has to offer. It is 
quite likely you will find that the installation 
of Todd Combustion Equipment will effect 
marked savings. 


Burning heavy, low-priced oil with maximum 
efficiency under fully automatic control, Todd 


units set a standard of economy in operation 
that is unsurpassed. Burners of all types... 
both low and high pressure . . . to suit all kinds 
of installations are available. 

Probably you know of buildings in which Todd 
equipment is already in use. If so, just ask the 
man who knows the facts and figures about 
Todd performance. Our enthusiastic roster of 
satisfied clients is growing every day—with 
more than 40,000 Todd burners now in use! 


TODD COMBUSTION EQUIPMENT, inc. 


(Division of Todd Shipyards Corporation) 


601 West 26th Street, New York City 


NEW ORLEANS 
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RANK Lipp, manager of the foreign 
and travel departments, 
Commerce Guardian Bank of Toledo, 
is a noted aviculturist. A room in his 
home, the walls muraled in a forest set- 
ting, and with trees, perches and a run- 
ning fountain arranged artistically, 
serves as his aviary. Here he has gath- 
ered, from all over the world, 75 song 
birds, 30 species in all. Mr. Lier points 
out that birds in captivity live 15 or 20 
years as against the average three-year 
span of wild birds. In 1938 Mr. Lipp 
organized the Toledo Avicultural Soci- 
ety, which already has a membership 
of 25. 


Many men have one hobby to which 
they devote the hours which belong to 
them alone. A few have two, but rarely 
do we find one with three. C. W. Dan- 
NENFELSER, trust officer, Fort Wayne 
(Indiana) National Bank is one of these. 
Each of his three hobbies he has devel- 
oped to the point of almost professional 
perfection, and, by coincidence, all of 
his hobbies start with the letter “P”’. 
He is an accomplished Pianist, Photog- 


Heard Along MAIN STREET 


Left, horse show in Westside, Iowa. Right, Banker Frank Hoffmann driving 
2-year-old mare. (See opposite page) 


rapher and Prestidigitator. Moreover, 

before he passed his stamp collection on 

to his son he was a Philatelist. Perhaps 

he plans, in late years, to take up Pale- 

ontology, Painting and Phrenology. 

C. F. SPAETH, executive vice-presi- 
dent, Jackson (Michigan) City Bank & 
Trust Company, holds an unusual foot- 
ball record. In 1907 the Ann Arbor High 
School, which he captained, defeated 
Battle Creek High School 84 to 0. In 
that game SpaetH kicked 14 consecu- 
tive goals after touchdowns. Two years 


youre always 


" 
welcome 


“TIKE most people, | go where I know I’m 

welcome. That’s why | nearly always 
stop in at the American National Bank 
when I’m in Chicago. Sometimes | have 
a definite problem to discuss ... and again 
] just like to talk over general business 
conditions with them. Either way, they're 
always glad to see me.” 


NATIONAL 
BANK AND 
TRUST 
COMPANY 


Won't you drop in and see us any time 
you're in Chicago? It is possible that from 
our daily contact with business problems 
of all kinds, we may have gained some 
information that you will find valuable. 
We'll be glad to pass it on to you. Out 
of the conversation may come something 
helpful both to you and to us. 


AMERICAN NATIONAL BANK 
AND TRUST COMPANY 
of Chicago 
LA SALLE STREET AT WASHINGTON 


Member Federal Deposit Insurance Corporation 


later he coached Ann Arbor High to a 
national championship. 


Roy N. GEsME, assistant vice-presi- 
dent of the Northwestern National 
Bank and Trust Co. of Minneapolis, is 
a fisherman’s fisherman. He knows the 
woods and waters of his native state as 
few others do. With four companions in 
an 18-foot canoe he was fishing for 
northern pike in Lake Caribou. To land 
12 to 16 pound “northerns” under these 
conditions tests the skill of the best pis- 
catorial experts, but on one day the 
party brought in over 20. Once they 
nearly met disaster. While Roy was play- 
ing a big fellow over one side of the 
canoe, another 14-pounder jumped out 
of the water and took the hook on a line 
dangling on the other side. Before both 
fish were landed there were many tense 
moments. 

The First National Bank of Beau- 
mont, Texas, had the pleasure of cele- 
brating two birthdays on April 9. On 
that date the institution rounded out a 
half century of service to its community. 
April 9 is also the natal day of its presi- 
dent, P. B. Dory. 

For its art work the Detroit Trust 
Company does not have to go beyond 
its own walls. E. H. HARRINGTON, ad- 
vertising manager, is a portrait painter 
of ability. STONE, JR., assistant 
vice-president, is a leading amateur 
photographer. 

Harmony reigns in the home of Har- 
oLD D. CorureELt, assistant cashier of 
the Fort Wayne (Indiana) National 
Bank. Both Mr. and Mrs. CoTHRELL 
are accomplished musicians. Mrs. CoTH- 
RELL is a pianist. Mr. COTHRELL was 4 
saxophonist in a dance band for seven 
years, sang solo bass in a church choir 
for four years. He was also active in the 
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Fort Wayne Civic Theatre and, as one | 
of the “Old Fort Players”, played im- 
portant réles. 

Wa. O. Kurtz, Jr. and Roy West | 
of the American National Bank of Chi- | 
cago are scout masters of Winnetka 
(Illinois) Boy Scout Troop 18. Under | 
their leadership this troop has become | 
one of the best in the Chicago area. 
They have organized an advisory com- 
mittee among the scouts’ fathers that 
would compare favorably with the 
board of any banking institution. 

— 

Westside, Iowa, is a town of 350 peo- 
ple. Yet each year over 5,000 people 
come there to attend the two-day and 
night horse show in connection with the | 
4-H Club show. 

This unusual pilgrimage is a direct 
outgrowth of the hobby of FRANK 
HoFFMANN, cashier of the Westside 
State Savings Bank. Mr. HorrMann is 
a lover of horses, and seldom has one | 
man’s hobby been so valuable to an 
institution and a community as his has 
come to be. It has caused the town, the 
bank and Mr. HorrMann to be favor- 
ably known over a wide area. 

Last year’s show had over 55 of the 
finest horses in it. Entries came from as 
far as Lincoln, Nebraska, and from all 
over Iowa. 

The business men of the town co- 
operate enthusiastically and, while it 
has ceased to be a one-man show, the 
guiding genius is still Frank Horr- 
MANN. It is a splendid example of Emer- 
son’s statement that men will beat a 


Roy Gesme and one that didn’t get 
away. (See opposite page) 
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RUSH them 


Instantly 


hy LAMSON TUBES 


Installed 


Lamson Dispatch- 
Tube systems are 
installed quickly 
and quietly—with a 
minimum of incon- 
venience—whether 
you start with one 
short tube, or equip 
an entire office or 
plant. 


H: NDREDS of bank officers know the safety and 
all-around economy of speeding important 
papers to destinations inside the bank by LAMSON 
DISPATCH TUBES. This convenient paper-han- 
dling system is invaluable in verifying doubtful 
checks . . . in securing certification of checks . . . in 
notifying bookkeepers of special deposits . . . and in 
transitting memoranda and correspondence between 
departments. 


A Steady, Even Paper Flow 


can telephone—LAMSON 
TUBE systems deliver a 
written memorandum, letter or 
telegram to the proper desk. 
LAMSON TUBES are 
economical. There’s only one 
cost. You buy them outright. 
Mail the coupon today for 
“Wings of Business”—a free 
booklet that will tell you 
many valuable faets about 
efficient paper handling. 


LAMSON 


DISPATCH TUBES 


Any business, large or 
small, can employ LAMSON 
TUBES profitably. They 
eliminate the waste and in- 
efficiency of overtime and 
rush hours . . . of some de- 
partments waiting for work, 
while others work frantically 
trying to catch up on papers 
just delivered. They insure 
accuracy, fix responsibility. 
In a flash—quicker than you 


THE LAMSON COMPANY, INC., 
Syracuse, N. Y. 
Please send me the latest facts about modern paper-han- 


dling, as contained in your free booklet, ‘Wings of 
Business.” 
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LOAN BUSINESS 


MONTHLY PAY 
and the 


BANK MONTHLY PAPER 


1. A new, ingenious method 
of merchandising bank credit 
in standard, packaged, one- 
price loans; invented, used, 
and proved by bank cashier. 
2. An 8-page paper inviting 
sound loans by instruction in 
credit and improving public 
relations through education 
in other phases of banking. 


WRITE for information 
without any obligation 


LEVEY PRINTING CO. 
THE SHIELD PRESS 
Indianapolis, Ind. 


EVEN THE BIGGEST BANKS 


Finn 


TOO COSTLY! 


—So They Are Turning To 


PAINTABLE 


CoustTi- 


TRADE MARK REGISTERED 


To Bring the Comforts of Quiet 
To Banking Rooms and Busy Departments 


NOWING that noise and “noise nerves” can collect high toll in 
even the best organized bank, more and more bankers are 


path to the door of a man who makes a 
better “mouse trap”’. 


TRAvis OLIVER, in addition to being 


| president of the Central Savings Bank 


| and Trust Company of Monroe, Loui- 
| siana, an ex-president of the Louisiana 
| Bankers Association, for a long time a 


member of the Executive Council of the 
American Bankers Association, and a 
hunting and fishing companion of 
Irvin Coss, is also an experienced avi- 
ator, and has flown his own plane many 
thousands of miles. 


The Chicago Title and Trust Com- 
pany is one institution where they do 
not believe that a man’s usefulness ends 
at forty. Twenty-seven members of the 
staff have been with the company con- 


| tinuously for 40 years or longer. Eighteen 


of them have been there 45 years or 
longer. Seven of them have an employ- 
ment record of over 50 years, having 


| joined the company shortly after the 


Chicago fire. 
— 


FREDERICK F. BLossom, president, 
Central National Bank and Trust Co. 


of Peoria, Illinois, was short-stop on 


PERMANENT 


ELOTEX 


U S PATENT OFFICE 


the Princeton baseball teams of ’85, ’86 
and ’87. His fondest memory is hitting 
a three bagger in a game with the New 
York Giants. 


Calling at The First National Bank_ 


of Chicago early in the month, your re 
porter ran into a celebration, marking 
the admission of CHARLES H. Woon, 
Jr., assistant cashier, to the bank’s 
Quarter Century Club. Eligibility to the 
Club is based on 25 years’ service. It 
was started in 1917 with 79 charter 
members, of whom seven are still on the 
bank roster. JoHN P. OLEsoN, chair- 
man of the board, is in his fiftieth year 
with the bank and Arthur W. Newton, 
vice-president, has passed the half-cen- 
tury mark. Quite a number of others 
have more than two-score years of serv- 
ice. The club has an active membership 
of 218, which is something over 9 per 
cent of the total staff. Nearly half of the 
officers of the bank are members. 


McDermott, vice-president, 


First National Bank of Omaha, is a na- 
tionally known orator. For the past six 
years he has been the keynote speaker 
at Omaha’s famous Ak Sar Ben Fes- 
tival. 


turning to modern noise control. They are installing Acousti- 
Celotex* Fibre Tile on the ceilings of main banking rooms and 
busy departments—hushing routine din and clatter—eliminating 
a prime cause of errors and mistakes. 


Actual figures show that the tension fatigue, distractions, inter- 
ruptions caused by moise, can cut employees’ efficiency as much as 
12%! Small wonder then, that bankers are insisting on the perma- 
nent noise-controlling efficiency of Acousti-Celotex Fibre Tile. 


Because this modern acoustical material can be applied right 
over present ceilings it can be installed at surprisingly low cost. 
It can be put up at night—without interrupting ena routine. And 
because of its patented perforations, repeated painting and clean- 
ing will not destroy its sound-absorbing qualities. 


Why not call your Celotex acoustical distributor? At your re- 
quest he’ll make a free noise survey of your bank—tell you how 
modern acoustical treatment can save money. Call him now. The 
Celotex Corporation, 919 N. Michigan Ave., Chicago, III. 


*The word Acoustt-Celoter is a brand name identifying a product marketed 
by The Celotex Corporation and is protected as a trade-mark. 


ACOUSTI-CELOTEX ! 
~ “TO NOISE 


BANK OF AMERICA—W ‘estwood Village Branch, 
West Los Angeles, Calif. Acousti-Celotex Fibre 


Tile applied to ceilings, brings the comforts of 


quiet to customers and employees. 


Other Acoustical Products by Celotex: 
CALIsTONE ABsoRBEX 
Visrarram 

Sales Distributors Throughout 


the World ) \ 
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i | WORDS and MUSIC 


New When Bank Presidents Say: 
A NATIONAL FORUM ON MOVING PICTURES 
AND RADIO IN PUBLIC RELATIONS 

sank _ 

rre 

king ‘Sheep in the Clarksville Trade Area” 

nk’s TT‘AKING the ram by the horns, so to speak, the First 

) the National Bank of Clarksville, Tennessee, produced a 
It color film under this title to illustrate the opportunities for 

arter increased farm profits in sheep raising locally. 

1 the Though the film primarily centers attention on one phase 

hair- of potential development, it also helps further the aims of 

year a well balanced program of seasonal activities in livestock 

‘ton, raising and agriculture, which has been worked out by officers 

cen- and employed experts to fit ideally into local conditions. 

hers The friendly social contacts brought about by this film have 

erv- widened the bank’s sphere of influence over the countryside 

ship and opened many channels for new business. 

) per In planning the film sequence the bank selected 19 well- 

f the known farmers to represent a true picture of successful 


experiences in all sections of the area. These case examples 
covered a complete range of geographical conditions, size 
of farm, equipment and other points. Hence, wherever the 


lent, film was shown each audience could recognize a neighbor 
4 na- or two in the picture, and this made some farmers realize 
t six more readily that they had been neglecting a profitable 
aker source of income on their own farms. 

Fes- The film has been shown to 51 different groups within a 


30-mile radius of Clarksville. Total attendance to date 
= exceeds 8,000, practically 100 per cent coverage of the entire 


Zz trade area. 


COMMUNITY GATHERINGS 
= WHEN arranging each showing the bank attempts to make | 


it as much of a community affair as possible—that is, no 
effort is made to draw attendance beyond the immediate 
vicinity. This plan keeps all groups compact. Guests are 
much more sociable in the absence of strangers and more 
inclined to discuss their problems freely. The general appeal | 
— of the film—even in remote back-country sections—is in- | 
dicated, however, by the turnout of farmers afoot, in auto- 
mobiles and by truck loads at the meeting place. Showings 
are usually staged in county schools or other convenient | 
public buildings. 
“When we go to the country with these programs,”’ says 
William D. Meacham, the bank’s assistant cashier, who 


was responsible for this educational project, “our presi- 
dent—C. W. Bailey—and one or two other officers always 
attend. We believe that one of the most constructive results 
is the friendly reaction of farmers to the presence of our | Such results have made The Purse Company the oldest 
men. It brings us in personal touch with people we seek to 
benefit and upon common ground we can study their indi- | and largest institution specializing in Trust new busi- 
vidual problems. This, we feel, will be of inestimable value in 
future relations.” 

In order that guests may later review the facts presented 
by the film, each receives a pamphlet containing a summa- 
rized case history of the 19 farms. This includes name of 
owner, district, farm acreage, equipment, experience back- | ' —, 
ground, financing program, and—most important of all— | YOU! consideration ? 
actual 1938 gross profit figures. In the last few pages is an 
outline of the bank’s active work in promoting the importa- THE PU RSE COMPA NY 
tion of breeding stock from other states. This leads up to an | 
Invitation to discuss individual needs and problems with | cHatTTANOOGA NEW YORK CHICAGO LOS ANGELES BOSTON 
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| ness development in America. @ Purse programs are 


individually prepared to meet your particular needs.e 


Will you permit us to present complete details for 
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bank officers. It expresses the bank’s eagerness to help even 
the most modest project with funds for new fences, building 
improvements or purchase of livestock. In addition to finan- 
cial aid, the bank is well prepared to advise on all problems, 
having madea thorough analysis and study of local conditions. 

Actual cost of film production, projection equipment, and 
staging the 51 showings was set by Mr. Meacham at about 
$1,000. It is his view that this venture rates first position 
for its public relations value and as an advertising medium. 


When the Amateur Camera Clicks 


Rust Immunity 
an important safety factor 


ji - are no metals more durable than 
copper, brass and bronze. And there are 
no metals that—over a period of years— 
offer more economical use in residential 
building. For they free homeowners of 
expensive upkeep due to rust. By thus pre- 
serving the useful life of a house, copper 
and its alloys also increase its worth as 
a mortgage risk. 

Reliable, rust-proof copper and brass 
pipe, Everdur hot water storage tanks, cop- 
per roofing, bronze screens and hardware 
render lasting service. Money invested 
in them will return dividends by reduc- 
ing depreciation of the property. 

An illustrated booklet, “Anaconda Cop- 
per, Brass & Bronze Throughout the Home,”’ 
will be sent at your request. 


CONDA 


THE AMERICAN BRASS COMPANY 


General Offices: Waterbury, Connecticut 
Subsidiary of Anaconda Copper Mining Company 


Anaconda Copper & Prats 
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from 


ESPITE well founded criticism of amateur films, there’s 

no denying that many such efforts have proved a good 

investment. Not only have they served as tests or demonstra- 

tions of the broad possibilities for visual education in bank- 

ing, but their making has provided some fun for those who 
helped in the production. 

What these efforts seem to lack in the finer points of 
planning, showmanship, technique and picture value, they 
make up in part with that unusual quality of interest which 
surrounds anything created by oneself or fellow associates. 

Supporting a case for the amateur is the experience of the 
Land Title Bank and Trust Company, Philadelphia. In 
this organization of 430 men and women is a small group of 
camera fans who have been encouraged by the bank for 
the past several years. 

Their first experience in picture-making was a burlesque 
on various departmental activities, shown at the annual 
dinner-dance for employees as an entertainment feature. 
This film was so well received that many requests were made 
for a second and third showing. With this evidence of appre- 
ciation, the group set to work on scenarios and sets of a 
more serious nature. 

As in all large organizations, the problem of acquainting 
employees of one department with the detail work and func- 
tions of other departments needed attention. The solution 
came in the form of a picture titled “Little Known Activities 
in a Great Institution’’. This film incorporated many ideas 
showing the why and wherefore of photographing checks, 
made employees telephone conscious with a review of the 
work of operators, and illustrated the mechanics of all 
equipment used for the inter-departmental exchange. 

Special charts and diagrams on the routing of new systems, 
the framework of organization, statement breakdown, and 
other interesting and instructive facts were also included. 
A running dialogue explaining each scene in detail was later 
timed to the film run, and this was then turned over to a 
well coached narrator. 

This picture has played an important part in the bank’s 
personnel training. It has completed the circuit of all de- 
partments and is now shown on occasions to new employees. 

At present, the staff photographers are working on a new 
production which will trace the route of a check from the 
time it is drawn until it is returned to the payor marked 
“cancelled”’. If this film is as successful as others have been, 
the bank intends to release it upon request to local organiza- 
tions and schools. Also on the agenda is a film for the title 
department dealing with the various phases of title search. 
This will be, in all probability, used for advertising purposes. 

The bank’s photographic equipment consists of an East- 
man Model K camera with f.9 lens, projector, and a photo- 
flood outfit of four reflectors. Using 16 mm. film and allowing 
for retakes, it is estimated that 400 feet developed and ready 
for projection costs approximately $30. 

E. G. Uhl, who reported the above facts, also states that 
the bank is considering the formation of an employee dramatic 

(CONTINUED ON PAGE 70) 
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“WE MET THE HOURS PROBLEM BY 
ELIMINATING NEEDLESS OPERATIONS” 


ar Many bankers have found that the most 
who effective way to meet the Hours Problem 


is to determine which employees are 
handicapped by operations that can be 
shortened or eliminated. Here are a 
few typical examples with which to 
start a study of operations in your bank. 


Look for the “Bottlenecks” 


If any department or individual is obliged to be 


inactive when work “clogs” at some other point, 


iting 

unc- | the cause of the bottleneck should be discovered. Method 

ition - A slight change in equipment or routine may Your adding machine operators may not be using 
‘ities Ff insure a more even flow of work. the fastest method. With the Burroughs Short- 
deas P Cut Method of listing and adding amounts, speed 
scks, is obtained by eliminating needless operations. 
44 a4 

Look for the Peaks 

Is your proof department forced to handle all , as 
ems, items at the same speed during peaks, or can Look for Needless Figure Handling 
and part of the work be held over until after the peak? If your operators are obliged to handle the same 
ded. If not, the flow of rush items through the proof figures two or three times, it will pay you to 
later department must be delayed. Newer systems investigate two-total machines which accumulate 

and equipment will permit giving certain items the grand total or net result automatically while 
nk’s the right of way. the operator makes the individual calculations. 

| de- 
yees. 
new 
the There Is an easier, simpler way to handle many bank accounting jobs. Let Burroughs 
-ked help you find it with a job analysis. Telephone the local Burroughs office today. 
rk 
een, BURROUGHS ADDING MACHINE COMPANY 
1iza- SEND FOR 6255 SECOND BLVD., DETROIT, MICH. 
title THIS 
irch. BOOKLET! 
OSES. For the executive con- 
vast- cerned with the problem 
to- of conserving clerical 4 
a hours, this new bookle? 
wing contains many specific 
sady suggestions for re- 
' adjusting office routine. 
Send for your free copy. 
that 
aatic 
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Chooses the new desk 
Ediphone 


Harry ArtHur Hopr, Management Engineer 


Senior Partner of H. A. Hopf & Company, 
New York, and President of the Hopf 


Institute of Management, Ossining, N. Y 


HOMAS A. EDISON, INC. is 

proud to announce the personal 
selection by Harry Arthur Hopf of 
its new desk Ediphone. Mr. Hopf, 
who in 1938 received the Gold Medal 
of the International Committee of 
Scientific Management, enjoys 
world-wide recognition as a leading 
figure in management engineering. 


Mr. Hopf has spent more than 25 
years solving the business problems 
of several hundred companies, in- 
cluding many industrial leaders. He 
has served as an officer in no less 
than six management societies. 
Through his lectures at great uni- 
versities, his textbooks, and his writ- 
ings in the most authoritative 
management journals, he has guided 
the management methods of hun- 


SAY IT TO THE 


dreds of important executives. His 
personal selection of the Ediphone 
is, therefore, important because it 
comes after years of study of the best 
methods in executive effectiveness. 


“To keep an executive on top of 
his work instead of his work on top 
of him,” says Mr. Hopf, “is a great 
goal of business.” He uses the Edi- 
phone because it enables him to 
clear his desk of “unfinished busi- 
ness” at his own convenience with 
a minimum of effort. Mr. Hopf is 
one of many thousands of business 
executives who find that their work 
is easier with the Ediphone. 


For information, without obligation, 
phone the Ediphone (your city) or write 
Dept.K5, Thomas A. Edison, Inc., W. Orange, 
N.J. In Canada, Thomas A. Edison of 
Canada, Ltd., 610 Bay St., Toronto. 


Ediphone 


EDISON 


OICEWRITER 


WORDS and MUSIC—Continued 


club, which will include the motion 
picture group, or may form a special 
club for the camera fans alone. 


Broadcast Tie-in 


” O You Know Massachusetts?” 

is the name of a new quiz game 
sweeping over the Bay State as a result 
of the program “‘ Massachusetts on the 
March” sponsored by the mutual sav- 
ings banks of the state. (Reviewed in J 
March issue.) 

This game comes in attractive book- 
let form. It comprises 50 questions 
based on facts previously used on the 
program. These are divided into sets, f 
some especially appealing to children, 
others to women and men. Some per- 
tain to geography, history, sports, 
education, famous characters and Mas- 
sachusetts’ industrial “firsts.” Correct 
answers are found in the rear of the 
booklet. Each correct answer rates two 
points. A score of 70-80 means a well- f 
informed citizen. 

The purpose is not only to popularize 
the radio programs, but also to present 

| interesting facts about the state. 


| 
Song—Music—Drama 


| Some weeks ago the Industrial Morris 
Plan Bank of Detroit launched a new 
idea in radio entertainment entitled 
“Song Hits by Detroiters”’. It is sched- 
uled each Sunday evening at 5 P.M. 
over station WWJ. 

These broadcasts dramatize the hu- 
man interest stories behind many of 
America’s smash hit songs written by 
Detroiters. Here are a few examples 
which illustrate the dramatic tie-in: 
“Just Like A Gypsy” was written by 
Simmons while selling real estate for his 
father. “Night Shall Be Filled With 
Music” was inspired by a line from 
Longfellow’s poem. “Japanese Sand- 
man” nearly missed publication be- 
cause of a garlic-eating lady in a theatre. 
“Ain’t We Got Fun” was written on a 
golf course after one of the members, 
being ribbed about his low score, said: 
“We may be playing poor golf but 
ain’t we got fun.”’ Other such hits with 
amusing or serious backgrounds are 
used in the series. Music scoring which 
follows each dramatic skit is played by 
an outstanding Detroit orchestra. 

On a recent program Gene Buck, 
president of the national organization 
of composers and publishers, was inter- 
viewed by E. A. McFaul, the bank’s 
radio commentator. 

Reports on the reception of this series 
place it first on the list of the bank’s 
many years on the air. 
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Educational Series 


ued 


NEW series of educational pro- 
grams on banking as it affects com- 
munity life, was opened on Station 
WNEW under the sponsorship of the 
Essex County, New Jersey, Chapter of 
the American Institute of Banking, 


dtion 
ecial 


its?” March 30. As announced, the series of 
a 15-minute lectures will continue for 
esult B several weeks on a 9 to 9:15 P.M. 
1 the schedule. 
Sav- Subjects and speakers already heard 
in include: 

“Banking As a Career,” by C. 
»00k- Henry Rahb, assistant secretary-treas- 
ions urer, West Side Trust Company, New- 
1 the Bark; president, Essex County Chapter, 
sets, AJ.B.; Chairman, public education 
dren, committee, New Jersey Bankers Asso- 
Per- ciation. 
arts, “The Story of Money and Credit,” 
Mas- L. A. Chambliss, second vice-president, 
rrect § Fidelity Union Trust Company, New- 
F the ark; member executive committee, 
New Jersey Bankers Association. 
well- 


“Ts Thrift Antiquated?” Willard W. 
Miller, president, Bloomfield (N. J.) 


arize Savings Institution. 


esent 


Wage-Hour 


lorris 
Records 
P.M. 

HE Fair Labor Standards Act, 
» hss which became effective October 24, 
Ly of 1938, requires that adequate records 
a by be kept of employees’ wages as well as 
nples the number of hours they work each 
lees week. The maximum hour clause may 
n by | tequire the adoption of a revised work- 
or his ing schedule in order to complete the 
With work in the required time. Also, the 
foam compilation of employees’ wages and 
Send- the number of hours they work each 
ve week is essential. While it may appear 


advisable for institutions hiring a large 
number of people to purchase special 
forms for maintaining wage and hour 


patre. 
a 
ibers, 


said: records, small banks may find that a 
- but standard form weekly time book will 
; with serve this purpose satisfactorily. 


Before purchasing large quantities of 
wage-hour supplies all banks should 
consider the possibility that the exist- 
ing law may be changed and improved 


s are 
which 
ed by 


Buck, 
ration 
inter- 
ank’s 


future. 


total number of hours worked each 
week. The cards are intended for the 
use of every employee not qualified as 
an executive within the meaning of the 
law. From the cards, an officer of the 
bank posts the number of hours every 
individual has worked each day during 
the week and computes their total wages 
and rate per day. 

The time sheets are punched and 
bound in a loose-leaf binder for a perma- 
nent record. Each page of the book has 
ample space for recording the record of 
44 employees for one week or may be 
used for one employee for 44 weeks. 

A weekly time book (52-week record) 


records may be developed in the near 


At the present time systems designed 
for large banks include a daily time 


CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 


OF CHICAGO 


RESOURCES 


Cash and Due from Banks 
United States Government Obligations, 
Direct and Fully Guaranteed............. 
Other Bonds and Securities................ 
Loans and Discounts..... 
Stock in Federal Reserve Bank............ 
Customers’ Liability on Acceptances....... 
Income Accrued but Not Collected......... 
Banking House ......... 
Real Estate Owned other than Banking House 


LIABILITIES 


Acceptances 


Reserve for Taxes, Interest and Expenses... . 
Reserve for Contingencies 
Income Collected but Not Earned.......... 
Preferred Stock ........ 
Common Stock......... 
Undivided Profits....... 


$ 446,033,621.00 


is used by this bank (Commercial 
National Bank, Demopolis, Alabama) 
in the same manner as the time sheet 
described above. The book contains 
the signatures of every employee af- 
fected by the law and is kept easily 
accessible where it is posted daily by 
all workers. 

We have arranged a time schedule so 
that all work is completed within the 
44-hour period each week. For example, 
our force reports at 8:30 A.M. daily 
and works until 4:30 P.M. on four days 
each week. Allowing an hour off for 
lunch, an employee works seven hours 
each day on Tuesdays, Wednesdays, 


Statement of Condition, March 29, 1939 


536,774,199.93 
61,643 ,097.40 
163,350 ,224.62 


3,813,333.71 
$1,232,039,049.65 


6,285 582.00 
14,128,074.39 


16,736,729.47 
$1,232,039 ,049.65 


United States Government obligations and other securities carried 
at $129,549,771.80 are pledged to secure public and trust deposits 


card for each employee with special and for other purposes as required or permitted by law. 


ruled columns for entering the number 
of hours worked daily, together with 
Space provided for setting down the 


series 


yank’s Member Federal Deposit Insurance Corporation 


| | 
| 
| 
| | 
| | 
| | 2,850,000.00 | 
675,763.92 | 
4,073,809.07 
12,825 ,000.00 
| 
233,459.54 | 
25,000,000.00 | 
50,000,000.00 | 
| 20,000,000.00 | 
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March 31, 1939 


RESOURCES 
Cash and Due from Banks ....... 
U. S. Government Securities ...... 
State and Municipal Bonds....... 
Stock of Federal Reserve Bank 
Loans, Bills Purchased and 

Bankers’ Acceptances ......... 
Banking Houses 


Other Real Estate Equities ....... 
Customers’ Liability for Acceptances . 
Accrued Interest and Other Resources 


LIABILITIES 

Preferred Stock .... $ 9,244,520.00 
Common Stock ..... 32.998,440.00 
Surplus and 

Undivided Profits .. 45,129,356.66 
Reserve for Preferred Stock 

Common Stock Dividend 

(Payable April 1, 1939)........ 
Preferred Stock Dividend 

(Payable April 15, 1939) ....... 
Outstanding Acceptances ........ 
Liability as Endorser on Acceptances 


DIRECTORS 
CHARLES FROEB 


President, Lincoln 


EDWIN M. ALLEN 


President, Mathieson 


Alkali Works, Inc. Savings Bank 
CHARLES K. BEEKMAN PAOLINO GERLI 
Beekman, Bogue, Vice-President, 


E. Gerli & Co., Inc. 
HARVEY D. GIBSON 


President 


Stephens & Black 
EDWIN J. BEINECKE 
Chairman, Sperry & 

Hutchinson Co. CHARLES L. HOGAN 
EDGAR S. BLOOM 


President, Western 
Electric Co., Inc. 


President, Lone Star 
Cement Corporation 
JOHN L. JOHNSTON 
JAMES H. CONROY 
Jomp. 
Executive Vice-President 
OSWALD L. JOHNSTON 
CHARLES A. DANA Simpson Thacher & 
President, Spicer Bartlett 
Manufacturing Corp. 
ae CHARLES L. JONES 
ELLIS P. EARLE Executive Vice-President, 
President, Nipissing National Distillers 
Mines Co, Products Corp. 
HORACE C. FLANIGAN GEORGE MACDONALD 
Vice-President Capitalist 
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Both Common and Preferred shares have a par value of $20 each. 
The Preferred is convertible into and has a preference over the 
Common to the extent of $50 per share and accrued dividends. 


MANUFACTURERS 
TRUST COMPANY 


Condensed Statement of Condition as at close of business 


$220,352,990.35 
239,721,353.37 
24,695,997.67 
2,257,300.00 
58,115,584.77 


208,880,033.22 
21,259,974.87 
13,271,594.52 
3,693,468.34 
10,531,038.70 
2,904,210.73 


$805,683,546.54 


87,372,316.66 
4,156,042.19 


193,701.11 
824,959.00 


231,113.00 
16,249,027.14 


6,450,916.61 
690,205,470.83 


$805,683,546.54 


New York City 


JOHN P. MAGUIRE 
President, John P. Maguire 


& Co., Inc. 
Cc. R. PALMER 


President, Cluett, Peabody 


& Co., Inc. 


GEORGE J. PATTERSON 
President, Scranton & 


Lehigh Coal Co. 


HAROLD C. RICHARD 


New York City 


HAROLD V. SMITH 


President, Home 
Insurance Co. 


GUY W. VAUGHAN 
President, Curtiss- Wright 


Corporation 


HENRY C. VON ELM 


Vice-Chairman 


Principal Office: 55 Broad Street, New York City 
BANKING OFFICES IN GREATER NEW YORK 
European Representative Office: 1, Cornhill, London, E. C. 3 


Member Federal Reserve System 
Member New York Clearing House Association 
Member Federal Deposit Insurance Corporation 


SAMUEL McROBERTS 


Thursdays and Fridays. On Mondays 
and Saturdays he may work an extra 
hour or eight hours, since these are our 
busiest days. 

To comply with the provisions of the 
wage-hour law our problem was to es- 
cape peak loads and avoid rush periods 
by rearrangement or division of the 
work. The procedure involves making 


| use of quiet days to accomplish much 


of the detail work that was ordinarily 


| done at the first and last of the month. 


Our bookkeepers begin addressing 


| statements about ten days before the 
| last day of the month, doing a portion 


of the work on days when they have 


| accumulated extra hours. 


Two days before statements are ren- 
dered, seven employees are engaged 
in counting checks and certifying the 
correctness of customer accounts. On 
the last day of the month we close our 
books at about 11 o’clock, the book- 
keepers begin posting and customer 
statements are pulled at approximately 
1 o’clock. All work is completed by 
4:30 or 5 o’clock in the afternoon. 

There are numerous ways to eliminate 
unusual activity usually performed on 
certain designated days in a month. 
To achieve this end some banks pull 
one-half of their customer accounts on 
the last of the month, leaving the re- 
mainder to be drawn on the fifteenth. 
Others make their notes payable several 
days after the first to avoid excessively 
busy days. Doubtless there are hundreds 
of other adjustments that have already 
been made by bankers in order to keep 
their operation routine working smoothly 
under the new time schedule. 

In view of the fact that further re- 
ductions in working hours will be ef- 
fective October 24, 1940, and thereafter 
the maximum permitted has been set 
at 42 hours per week, a flexible working 
schedule may appear necessary. 

To those institutions observing half 
holidays during the Summer months 
the problem may be solved by an agree- 
ment between local banks to continue 
the half holiday during the Fall and 
Winter months. 

It is said that state legislatures will 
be encouraged to enact state wage and 
hour laws similar to the Federal law. 
Already bills of this nature have been 
introduced in several states. 

Banking institutions may expect 
‘examination of their wage-hour tabu- 
lations. Adequate records must be 
maintained, under penalties of the 
Federal law. 

GrorcE R. SmiTH 
Cashier 
Commercial National Bank 
Demopolis, Alabama 
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00k- FIELD-WAREHOUSED LODGED IN YOUR VAULTS FOR WORK 

omer 

Field Warehousing by Douglas-Guardi 

iby | Fle arehousing by Douglas-Guardian 

in id ilt-edged basis for L 
so} provides a gilt-edged basis for Loans... 
pull All the above is “‘old stuff” to thousands of bankers who make frequent use of Field Warehousing by Se 
ts on Douglas-Guardian in arranging loans. But other thousands of bankers may not have taken the time 
ae Te- to realize that our service — based on ‘“‘ Warehousing which brings the warehouse to the inventory”’ 
enth. (1) Creates new loan business, (2) Provides collateral as gilt-edged as bonds, (3) Provides a 
veral clean-cut, business-like relation between bank and customer, inasmuch as we assume all the details. 
sively The heads of our business have had over 16 years’ experience in the field. In the 
dreds words of one banker: ‘‘We know what our collateral is and where it is; that even in 
ready an emergency, the loan can’t get 
keep frozen.” What questions can we 
oothly answer? What loan situations would : 

) pousind you like to discuss? 

er re WRITE FOR FREE BOOKLET 
be ef- de Plait — 
eafter Ma Concise, comprehensive information 
en set covering Field Warehousing in general 

ki and Douglas-Guardian specialized and 
ow experienced service in particular. 
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aie: DOUGLAS-GUARDIAN WAREHOUSE CORP., Nation-Wide Field Warehousing Service 
ITH Regional Service Offices at: 


NEW ORLEANS, LA. CHICAGO, ILL. NEW YORK, N. Y. DALLAS, TEXAS ROCHESTER, N. Y. EASTON, MD 
118 N. Front St. 100 W. Monroe St. 100 Broad Street Tower Petroleum Bids. Commerce Bldg. 428 South St. 
MEMPHIS, TENN. SPRINGFIELD, MO. CLEVELAND, OHIO LOS ANGELES, CAL. SAN FRANCISCO, CAL. TAMPA, FLA. 
106 Porter Bidg. Holland Bldg. Union Commerce Bldg. Garfield Bids. 485 California St. 416 Tampa St. 
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the results of a questionnaire it had sent to 
banks regarding their experience with air 
conditioning. On this page are further 
excerpts from the replies received. 


in the Spring of 1938 and enjoyed a far 
more satisfactory Summer as a result of 
its installation. I do not notice any par- 
ticular increase in business as a result, 
but undoubtedly it led to a reduction 


More Comfortable Banking 


In its April issue BANKING reported 


E equipped our trust and mortgage 
department with air conditioning 


part of mechanical equipment. 
* 


The Riggs National Bank 


OF WASHINGTON, D. C. 


welcomes the opportunity to be of service to 
bankers and their clients in the 


Nation's Capital. 


Complete Banking and Trust Service 


ROBERT V. FLEMING 
President and Chairman of the Board 


GEORGE O. VASS 


Vice President and Cashier 


Resources over $100,000,000 


Member Federal! Deposit Insurance Corporation 


Personal Loan 
Insurance 


Increase your Personal Loan volume through 
Our Personal Loan Life Insurance which 
operates without cost to the bank — and 
pays the note in the event of the borrower’s 
death. We have always specialized exclusively 
in providing Personal Loan Insurance for 
Banks. Complete information upon request. 


We Solicit Inquiries from Banks 


Credit Life Jusuranrce Cao. 


HOME OFFICE 


Joun F.Howenseck Springfield, Ohia 


President 


of customers’ observations that the 
space was unusually warm. Our safe 
deposit space is equipped with air 
conditioning of the old type and so far 
as we are able to see it has not in any 
appreciable way increased rentals. Our 
reaction is that it has not offered any 
tangible competitive advantages. We 
recognize air conditioning as a necessary 


We are sure there is a very decided 


improvement in employee efficiency and 
health and also in customers’ satisfac- 
tion. One thing we notice especially is 
the absence of common colds, which 
were quite prevalent with the changing 
weather. We feel sure we are not losing 
anything like the time of our employees 
from this source that we lost before we 
put in air conditioning equipment. We 
do not believe as yet that we can notice 
any particular difference in the increase 
of rentals in our safe deposit depart- 
ment, although we are having a steady 
increase in this department and our 
customers often mention the comfort 
they have in the air conditioned booths. 
We can trace some direct business from 
the standpoint of competition, but we 
do not feel like saying this is a decided 
factor. We do believe, however, we have 
advantages because our building is air 


conditioned. 


It appears as though the employee 
efficiency and health have been greatly 
improved. This is undoubtedly true toa 
greater extent during the hot, humid 
months of the Summer when it is pos- 
sible that an employee, especially a 
teller, does not give the most gracious 
services when he is bothered a great 
deal by the heat. The customers seem 
to appreciate the temporary relief dur- 
ing the time they are transacting busi- 
ness in the bank; this is especially so in 
the safe deposit department. We cannot 
say that it has increased the rentals in 
our vault, but we have had a great deal 
of good will advertising. While the ex- 
pense of operating the equipment 
amounts to considerable during the 
Summer, we feel we are well repaid in 
having satisfied employees and cus- 
tomers. 

+ 

We have discovered a very great im- 
provement in the efficiency of all our 
employees. We cannot show that in- 
creased safe deposit box rentals are due 
to air conditioning, but decided com- 
petitive advantages have accrued to us. 
Our customers have commented most 
favorably. 

* 

While we have not attempted to keep 
comparative records regarding employee 
efficiency or health, our operating 
supervisory staff feels that there have 
been distinct improvements in both 
respects, and comments by customers 
have been so numerous that we feel 
there is no question that it has a great 
deal of good will value. 
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a A TRIP through a bank,” wrote 
Lawrence Thompson, reporter 
for The Daily Oklahoman of Oklahoma 
City, in a recent Sunday issue, “may 
not sound very intriguing, but it is.” 

Then he told the story of one of the 
tours which the First National Bank 
and Trust Company of Oklahoma City 
conducts through its 32-story building 
each Friday evening so that interested 
customers and their friends can see 
what goes on behind the scenes in 
banking. 

“They started holding weekly tours 
12 weeks ago,” continued Mr. Thomp- 
son. “At first they sent out formal little 
invitations to a select group, but after 
the first week or two word got around 
about them, and now they have a long 
waiting list of folk who want to make 
the trip. 

“T went through last week. I went 
because the city editor suggested it. 
Looking at a building wasn’t really my 
idea of fun. But it was fun. 

“There were 25 or 30 of us. We went 
in at 7:30 P.M. and came out at 10:30 
P.M., counting the sandwiches and 
cocoa we ate on the thirty-second floor. 

“Lyall Barnhart, who looks tooyoung 
to be a bank executive, especially for a 
bank as big as the First National, is the 
guide. He makes speeches about each 
department, throwing in subtle remarks 
about the service the bank renders the 
public and how hard bankers try to do 
the right thing. It’s propaganda, but it’s 
smart business.” 

The reporter filled half a column with 
his account of what he had learned 
about banking in general and one bank 
in particular on that evening inspection 
trip. It was, as the saying goes, a good 
story. 


THE BANK’S STORY 


THE other side of it—the bank’s side 
—is told here by Mr. Barnhart, comp- 
troller, for the benefit of BANKING’s 
readers, to whom he recommends this 
unusual customer relations plan. 
“Shortly after the first of the year,” 
he reports, “we conceived the idea that 
our customers might be interested in 
what goes on behind the scenes in our 
bank. We have a very beautiful building 
here and a complete shop; we operate a 
24-hour transit service; we do all of our 
bookkeeping at night, and most of the 
Recordak work. One idea led to an- 
other until we finally decided to invite 
a group of our representative customers 
to meet in our lobby at 7:30 P.M. ona 
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Sightseeing in a Bank 


Friday night to take a trip through the 
bank. I started the thing off as official 
guide. 

“We admitted to the first group that 
we were making guinea pigs of them, 
so to speak, and that we had a twofold 
purpose in mind: First, we wanted our 
customers to know more about their 
bank; second, we wanted to do our bit 
in carrying out the general idea spon- 
sored by the American Bankers Asso- 
ciation to explain the business of bank- 


ing to the public and thereby remove, if 
possible, some of the mystery from it. 
Suffice it to say that the reaction of the 
25 or 30 people we took through that 
first night was so favorable that we have 
repeated it every Friday night since. 
“Tt takes about two hours to make 
the complete trip over the bank. At 
the conclusion of the tour we take our 
guests to the tower of our building. 
There we have a buffet supper ready 
for them. We always have three or four 


Banks . 


Other Securities . 
Stock in Federal Reserve Bank . 
Loans: 

Loans and Discounts . 


NATIONAL BANK 
OF DETROIT 


STATEMENT OF CONDITION, MARCH 29, 1939 


RESOURCES 
Cash on Hand and Due from Other 


United States Government Obligations, 
direct and/or fully guaranteed . 


. $ 62,563,229.28 


$136,722,563.37 


205,469 ,609.00 
10,507 ,025.79 
750,000.00 


| Real Estate Mortgages 9,804,039.61 
| Overdrafts ......... 16,838.15 72,384,107.04 
Real Estate (24 Branch Bank Buildings) 769,632.39 | 
Accrued Income Receivable . 1,358,529.67 i} 
Prepaid Expense 214,253.89 | 
Customers’ Liability Account of i 
Acceptances and Letters of Credit 1,650,275.55 
TOTAL RESOURCES $429 825,996.70 
LIABILITIES 


Deposits: 
Commercial, Bank and Savings 
U.S. Government . 
Treasurer, State of Michigan 
Other Public Deposits 


Capital Account: 


Surplus 
Undivided Profits 
Reserves . 


Income Collected but not Earned . 


and Letters of Credit . 


+ 


. $347,137,670.75 


.  22,576,127.66 


Preferred Stock (380,000 Shares) 
4 Common Stock (750,000 Shares) 


5,929,728.41 


Our Liability Account of Acceptances 
TOTAL LIABILITIES .... 


United States Government securities carried at $34,405,000.00 in the foregoing statement 
are pledged to secure public and trust deposits and for other purposes required by law. 


Member Federal Deposit Insurance Corporation 


18,317,792.95 
7,803,993.75 
$395,835,585.11 


9,500,000.00 

7,500,000.00 

8,000,000.00 
30,929,728.41 
1,407,175.17 
3,232.46 


1,650,275.55 


$429,825,996.70 
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ARhKANSAS 
MISSISSIPPI 
TENNESSEE 


Located at the junction of these 
important Southern states, in the 
largest city of the three, The 
First National Bank of Memphis 
handles items on all points in 
Arkansas, Mississippi and Ten- 
nessee with maximum dispatch. 


THE 


FIRST NATIONAL 
BANK OF 


MEMPHIS 
MEMPHIS, TENN. 


A.B.A. WASHINGTON OFFICE 


MANY BANKERS who visit the nation’s 
capital are finding that the Washington office 
of the American Bankers Association is a con- 
venient headquarters during their visit. 

It is hoped that all bankers will make use of 
the office’s facilities when they are in Washing- 
ton. 


of our own clerks in the party and an- 


| nounce that if anyone should become 
| tired we would be very glad to let them 


drop out and catch up with us later. 


| So far, no one has dropped out. 


“We usually reach the tower about 


| 10 o'clock. Naturally, everyone is 


rather tired and hungry. The conversa- 
tion back and forth across the tables 
during the supper includes such re- 


| marks as: 


“““Never realized before that there 
was anything to a bank except the 
tellers and the hard-boiled officers.’ 


‘I'll never complain again about the 


service charge.’ ‘The very idea of a 
bank cashing 600 checks per day drawn 
on other banks and presented by 
strangers!’ ‘My goodness, I didn’t 
realize that the bank takes a picture of 
every check it handles!’ 

“We have a waiting list that includes 
not only customers of our bank, but 
depositors of other banks. Most of the 
persons we have taken through and 
whose names are on the waiting list 
are executives, credit managers, school 
teachers — all worth-while people. 

“Of course we have a natural setup, 
so to speak, for doing this kind of work. 
Our building is new, our equipment is 
new, several of the detailed operations 


are carried on at night so that our visi- 
| tors can see some of the departments in 
| actual operation. But nearly every city 


of any size has at least one bank that 
can do the same thing we are doing. I 
am very glad to recommend our plan 


| to them. I know they will find it worth 
| while if they will but try it. The only 
_ expense is the cost of the buffet supper.” 


Precise as a micrometer... 


FULTON CORRE 


FULTON 


SPONDENT SERVICE 


Mes 


NATIONAL 


THIS MAN 
can serve 


You! 


* 


The all around experience of 
this man — plus his unusual 
creative abilities — has al- 
ready earned his mark in the 
financial field. He is thor- 
oughly familiar with all 
phases of bank promotion, 
publicity and public rela- 
tions. He knows research, 
media, markets, production 
and service selling — and 
moreover, has done outstand- 
ing work in each. 


His background includes: 
Three years as New Business 
Manager of large New York 
State publicity service. Two 
years as Manager, Creative 
Department, business print- 
ing establishment. Seven 
years as one-man advertising 
department for progressive 
eastern bank. Two years rep- 
ortorial work for leading 
financial publication. 


He has numerous contacts in 
the banking field — socially 
and business-wise. He is young, 
well educated, married — and 
wishes to change from pres- 
ent connection to one offering 
advancement. A chat with 
him may lead you to the right 


man for your organization. 


* 


ADDRESS 


Box A 


BANKING 


22 E. 40th STREET, NEW YORK CITY 


Rank GEORGIA 


BANKING 


| 
1864-1939 
} 
| 
ANNIVERSARY 
| | 
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That’s the principle IRM has followed these many years. That is 
why every property covered by IRM insurance is inspected by IRM 
fire-prevention engineers, not only before the policy is written, but 
regularly thereafter, too. Improved risks must remain prime. This 
results in fewer losses and has enabled IRM to return to policy- 
holders 25% of the premiums collected each year. 


If you are seeking sound indemnity at minimum cost, and want to 
enjoy the added benefits that these fire-prevention features afford, 
let us send our representative to your place of business to estimate 
your needs, and answer your questions. There is no obligation, and 
the inspection he will make will be valuable to you regardless of 


where you may decide to buy your insurance coverage. 


IMPROVED RISK MUTUALS 


60 John Street, New York 


the IRM group of old established, standard reserve companies: 


Central Manufacturers’ Mutual Insurance Co., Van Wert, Ohio Millers Mutual Fire Insurance Assoc. of Illinois, Alton, Ill. 

Grain Dealers Nationa! Mutual Fire Insurance Co., Indianapolis, Ind. Millers Mutual Fire Insurance Co., Fort Worth, Texas 

Indiana Lumbermen’s Mutual Insurance Co., Indianapolis, Ind. Millers Mutual Fire Insurance Co., Harrisburg, Pa. 

Lumber Mutual Fire Insurance Co., Boston, Mass. National Retailers Mutual Insurance Co., Chicago, III. 
Lumbermen’s Mutual Insurance Co., Mansfield, Ohio Northwestern Mutual Fire Assoc., Seattle, Wash. 

Michigan Millers Mutual Fire Insurance Co., Lansing, Mich. Pennsylvania Lumbermen’s Mutual Fire Insurance Co., Phila., Pa. 
Mill Owners Mutual Fire Insurance Co. of lowa, Des Moines, lowa Pennsylvania Millers Mutual Fire Insurance Co., Wilkes-Barre, Pa. 
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Western Millers Mutual Fire Insurance Co., Kansas City, Mo. 
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Silver and Excess Reserves 


ROSPECTS for the repeal of the 

Silver Purchase Act are cloudy. 
There is no question that many in Con- 
gress have been duly impressed by the 
opinion of Chairman Eccles, of the 
Reserve Board that American purchase 
of foreign silver “has tended to destroy 
the use of silver elsewhere in the world 
and does more to destroy the silver 
industry ” than anything else he knows 
of. But this opinion, apparently, has 
not shaken the silver bloc and so long as 


the latter holds together there is not 
much hope that repeal can be effected. 

Meanwhile, the statement of Mr. 
Eccles before a Senate Committee has 
started a discussion as to the exact effect 
of silver purchases upon the country’s 
currency, bank deposits and excess 
reserves which may eventually lead to 
something. In Mr. Eccles’ opinion the 
purchases of foreign silver are a con- 
siderable factor in building up excess 
reserves. 


> 


For World’s Fair 


Visitors 


Central Hanover 


Bank and Trust 


Company extends a cordial invitation 


to bankers, customers and other 
friends to call at 70 Broadway while 


in New York City during the 


World’s Fair. 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 
NEW YORK 


MEMBER FEDERAL DEPOSIT 


INSURANCE CORPORATION 


Whether this is the case or not, how- 
ever, depends largely upon the disposi- 
tion the Treasury makes of its silver 
funds. When the Treasury buys silver 
abroad on its own account it issues 
enough silver certificates to pay for it, 
but in making the payment it must 
draw upon its bank balances for the 
necessary exchange to make the pay- 
ment abroad. If it buys silver from an 
American importer or if a foreigner 
sends silver to this country for sale to 
the Government the seller is paid in 
silver certificates but the former must 
cover his imports by exchange while 
the latter must do the same or leave the 
purchase price on deposit in our banks. 

In that event the transaction becomes 
an importation of foreign funds either 
in the form of capital or to build up 
balances against purchases in American 
markets. The effect is the same as that 
of the purchase of any other foreign 
commodity. In other words, the pur- 
chase price goes into the pool of foreign 
funds coming to this country in settle- 
ment of foreign balances and, under 
current conditions, the silver takes the 
place of the same value in gold. 

It may be assumed, for example, that 
a foreigner sends a million ounces of 
silver to the United States for sale. Un- 
der the law this must be sold to the 
Treasury. For this silver the Treasury 
pays the owner $430,000, taking 
enough of the importation at a value of 
$1.29 an ounce—i.e., 333,333 ounces— 
to equal $430,000, passing this amount 
to its silver monetary account and issu- 
ing $430,000 in silver certificates to 
make the payment. It writes up its 
seigniorage account by the difference 
between the cost and the coinage value 
of 333,333 ounces of silver—$143,334— 
and passes the rest of the silver, 666,667 
ounces, to its general fund at cost price, 
—$286,667. 


PROFIT NOT SPENT 


THE Government has made consider- 
able money by the transaction but 
whether any of the money involved 
goes to swell bank deposits and reserves 
depends upon the disposition the Treas- 
ury makes of this profit. So far the profit 
has not been spent; it is segregated in 
the Treasury. If it is deposited in com- 
mercial banks the Federal Reserve 
chairman is right in his contention. If 
the profit is held in the Treasury or 
deposited in Reserve banks the case is 
otherwise. 

There is a general belief among most 
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businessmen that the issue of silver 
certificates in payment for purchases of 
silver adds to bank deposits and, 
eventually, to excess reserves, but this 
does not necessarily follow. Silver 
certificates have merely replaced other 
forms of money. Taking January 1935 
as a starting point—it was then that 
the silver purchase policy was well 
started while the retirement of national 
bank notes also was well under way— 
and comparing the kinds of currency 
then in circulation with the kinds in 
circulation at the end of January 1939, 
it will be found that there were de- 
creases in circulation outside of the 
Treasury and the Reserve banks as 
follows: Gold certificates, $53,000,000; 
United States notes, $15,000,000; Re- 
serve Bank notes, $70,000,000; and 
National Bank notes, $629,000,000. 

On the other hand there was an in- 
crease in circulation of silver dollars 
by $10,000,000; of silver certificates, 
$689,000,000; subsidiary silver, $61,- 
000,000; minor coin, $26,000,000; and 
Federal Reserve notes, $1,253,000,000. 
The total increase in circulation was 
$1,272,000,000 which presumably fits 
public needs since currency cannot be 
forced upon the public. It was almost 
wholly accounted for by the increase in 
Federal Reserve notes and more than 
accounted for by Reserve notes and 
subsidiary and minor coinage. The 
increase in silver certificates did not 
equal the decrease in national bank and 
Federal Reserve Bank notes which were 
being retired. The actual increase in 
silver certificates issued during the 
four years as shown by Treasury Daily 
Statements was $859,293,627, indicat- 
ing that considerable currency of this 
sort was held by the Treasury or the 
Reserve banks. 

Perhaps in these figures lies the real 
burden of Mr. Eccles’ complaint. It is 
what the Treasury might do rather 
than what it has done or is doing that 
troubles the head of what is supposed 
to be the credit management depart- 
ment of the Government. If, as the 
Reserve Board Chairman indicates, the 
Treasury should spend the seigniorage 
it has amassed, and especially if it 
should turn its silver bullion holdings, 
acquired at prices ranging from 43 to 
around 80 cents an ounce, into currency 
on the basis of $1.29 an ounce, bank 
deposits and reserves would go so high 
that they never would come down. The 
1,054,450,082 ounces in the general 
fund as of February 28, then valued at 
$553,459,758, could be translated into 
silver certificates in the amount of 
$1,360,240,605. 

Spending the profits on the silver 
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transactions would have the same effect 
on deposits as the spending of the same 
amounts taken by any other means out 
of the circumambient air without hav- 
ing the partial hedge of bank subscrip- 
tions to bond issues which so far have 
furnished the cover for deficit spending. 


TREASURY DOMINANT 


IN other words the silver purchase 
policy is one of several means by which 
the Federal Treasury can dominate the 
credit policies of the United States. 
Fortunately so far the Treasury has 
made no important use of this power 
through the manipulation of silver or 


otherwise nor is there any indication 
that it will do so. The trend of the silver 
purchase policy undoubtedly is infla- 
tionary and to the extent the Treasury 
passes its silver earnings into commer- 
cial banks it adds to deposits and 
eventually to excess reserves but so far 
the latter process has not proceeded 
far enough to be a very important factor 
in the excess reserve situation. With net 
capital movements into the United 
States of $3,699,000,000 between Janu- 
ary 1935 and last November, and more 
since, there can be little question as to 
the origin of current excess reserves. 
GEORGE E. ANDERSON 


“We couldn’t afford 
to neglect the 


MONEY SAVINGS 
you offered,” 


says this bank officer 


**Unper modern banking conditions, we figured we were falling 
down on our duty unless we investigated the possibilities of 
saving money through your complete insurance service. Your 
annual report and list of securities convinced us that your 
financial strength is unquestionable. We discovered the efficiency 
and economy of dealing direct with one company in all insur- 
ance matters; indeed, your representative has worked for us as 
closely as though you were our bank's insurance department. 
Finally, it has been a real help to us in these times to share un- 
der your strictly mutual plan in the savings resulting from direct 
dealing, economical operating methods, and selective under- 
writing. Your dividends have never been less than 20% of 
standard premiums.” 


LIBERTY MUTUAL 


INSURANCE COMPANY 
Home Office: 175 Berkeley Street, Boston, Mass. 


77 branch offices in principal cities from coast to coast 


LIBERTY MUTUAL writes Bankers Blanket, Fidelity and 
Forgery Bonds; also Blanket Public Liability Policies for Banks, 
Workmen’s Compensation, General Liability, Burglary, Robbery, 
Plate Glass, Automobile and Personal Accident Insurance. All 
forms of Fire Insurance are written through UNITED MUTUAL 
FIRE INSURANCE COMPANY. 
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Awie VARIETY of com- 
mercial banking services is at 
the instant command of our 
correspondents: 


Reliable and complete credit 
information: 


Foreign exchange banking 
in all its branches: 


Investment advisory service: 


Transit and collection de- 
partments in 24-hour con- 
tinuous operation: 


More than one hundred and 


thirty-five years of experi- 
ence in meeting the require- 
ments of out-of-town banks. 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplusand Undivided Profits 
$40,000,000 


Member of Federal Deposit Insurance Corporation 


New FDIC Phase 


Washington, D. C. 


7 long expected move to abolish 
the office of the Comptroller of the 
Currency and concentrate the super- 
visory powers of that office, as well as 
those of the Federal Deposit Insurance 
Corporation, has been commenced, and 
the prospect is that before the present 
Congress passes into history the change 
will be made. 

The proposal is embodied in a bill in- 
troduced by Senator Brown of Michigan 
in the Senate on April 3 and now pend- 
ing before the Senate Committee on 
Banking and Currency. Under the terms 
of this bill all functions of the Governors 
of the Federal Reserve System, the 
Federal Reserve Banks and the Comp- 
troller of the Currency with respect to 
the examination of national and mem- 
ber banks and banks in the District of 
Columbia, including banks now closed 
and all bank affiliates, are transferred 
to the Corporation, together with all 
records and documents which relate to 
such matters. In a separate section all 
other functions of the Comptroller are 
transferred to the Corporation. The en- 
tire personnel of the Comptroller’s office 
and the personnel in the Federal Re- 
serve having to do with all such func- 
tions become a part of the F.D.I.C. and 
all laws relating to the several offices are 
made to apply to the latter. 

The present Comptroller will be al- 
lowed to serve out his term of office, but 
his sole duties, apparently, will be those 
of a director of the F.D.I.C. and, should 
a vacancy in the office occur, it will not 
be filled. The proposed act provides that 
the F.D.L.C. shall cooperate as far as 
possible with state authorities in the 
matter of examination and if it so wishes 
may accept the state examination as its 
own, provided the examination is made 
according to the Corporation’s forms. 

By this proposed act the Federal 
Deposit Insurance Corporation becomes 
the sole bank supervisory agency of the 
Federal Government. The functions of 
the Reserve are reduced to central 
banking and the control of credit. Dif- 
ferences of opinion between supervisory 
and control agencies with respect to 
bank policies, classification of loans 


and investments, and the like will be 


avoided. Responsibility for the control 
and management of the country’s bank- 
ing system will rest upon the Corpora- 
tion commensurate with the financial 
responsibility for bank solvency which 
it now bears. 

GEORGE E. ANDERSON 


BANKING 


re 
which 
years 
Amer 
has sl 
the sé 
1, un 
seding 
maint 
iday. 
avera 
volun 
ment. 
have 
due t 
Th 
accon 
gent 
field, 
vault 
assun 
ble o 
ment 
part 
we dc 
loans 
THE 
assist 
were 
of tl 
with 
tinue 
busir 
them 
list 
eee THE eee build 
is fo 
calls 
box-! 
new 
, are I 
Th 
cust: 
of t 
offic 
taini 
whet 
vaul 
orga 
sive 
am 
mor 
stafi 
boa: 
box 
leas 
the 
80 May 


Safe Deposit Campaign 


ake additional safe deposit boxes 
rented in three months in vaults 
which have been in existence eight 
years constitute the record which The 
American National Bank of Kalamazoo 
has shown since assuming operation of 
the safe deposit department December 
1, under terms of its new lease, super- 
seding the building company which 
maintained them after the banking hol- 
iday. In recent years new rentals had 
averaged less than half the present 
volume, and cancellations exceeded 
additions. Under the bank manage- 
ment, only two or three cancellations 
| have occurred weekly, practically all 
due to renters leaving the city. 

This improvement in rentals was 
accomplished by application of intelli- 
gent public relations principles to this 
field, seemingly overlooked by most 
medium-sized banks. While two staff 
members are directly in charge of the 
vaults, as in most institutions, and 
assume direct responsibility for profita- 
ble operation, we regard the develop- 
ment of this patronage as an integral 
part of our public relations program, as 
we do the solicitation of new deposits or 
loans. 


A PROGRAM 


THE manager of the vaults and his 
assistant under the previous régime 
were carried over by our bank, because 
of their experience and acquaintance 
with old customers, who, of course, con- 
tinued with us. But a definite “new 
business” attitude was inculcated in 
them. The manager, having obtained a 
list of all occupants of the 15-story 
building in which the bank is located, 
is following a program of systematic 
calls upon all of them, including present 
box-renters as well. Weekly reports of 
new renters, renewals and cancellations 
are made by him to the president. 

The bank’s tellers, with their constant 
customer contact, have naturally been 
of the greatest assistance, and each 
officer has acquired the habit of ascer- 
taining in the course of each interview 
whether the customer now uses our 
vault facilities. No teams have been 
organized or prizes awarded among the 
staff, for it is felt that voluntary aggres- 
siveness on the part of individuals is 
a more intelligent approach and begets 
more lasting results. Monthly a list of 
staff members is posted on the bulletin 
board showing the names and sizes of 
boxes which they were instrumental in 
leasing, and at our regular meetings 
they are reminded of this activity. 
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A series of newspaper advertisements 
followed our taking over the boxes, and 
announcements reached each depositor 
in his November 30 bank statement, 
with an attractive descriptive folder the 
next month. Similar messages will go out 
from time to time. Material on our lobby 
bulletin board, described in previous 
articles, tied in with these announce- 
ments. 

Effective supplementary presentation 
is a model nest of boxes, manufactured 


by the safe company which installed the 
equipment. 

The floor man has proved helpful 
in discussing with prospects the ad- 
vantages afforded. 

Although the weekly number of new 
customers will probably not continue in 
the same volume, we feel that a proper 
approach has been worked out. 

Dun tap C. CLARK 
President, American National Bank 
Kalamazoo, Michigan 


R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


Examinations 


of 


Banks and Trust Companies 


for 


Directors Committees 


NEW YORK 


CHICAGO 


WASHINGTON 


THE CONSTANT ENDEAVOR of this organization is to 


adapt its offerings to the expressed needs of those with 


whom we deal, in so far as we are informed of their require- 


ments —in point of security, marketability, taxable status, 


maturity and yield, also fitness into other investment holdings. 


CHICAGO, 201 SO. LA SALLE STREET - 


NEW YORK, 35 WALL STREET 


AND OTHER PRINCIPAL CITIES 


STUART & CO. INc. 
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EARNINGS ALLOCATION 


@QOn what basis should earnings 
from investments be allocated to de- 
partments? 


Ix THIS ANSWER the term “‘invest- 
ments” is understood to mean all in- 
terest earnings assets into which the 
funds of the depositors and stock- 
holders are invested. In order to dis- 
tribute the interest income it is first 
necessary to ascertain the funds 
which each of the departments have 
invested in the assets producing that 
income. To do this all classes of de- 
positors and the stockholders must 
first be charged with the amount of 
their funds which is not invested in 
such interest earning assets. In the 
case of the deposits these are the 
float and the cash reserves. Such float 
and reserves should be apportioned 
among the different classes of de- 
posits according to their require- 
ments. The stockholders’ funds will 
be charged with the fixed and sundry 
assets and credited with the reserves 
and sundry liabilities. After these de- 
ductions, the sum of the balances re- 
maining will equal the total earning 
assets. The percentage which each of 
these balances bears to this total will 
be the percentages for dividing the 
interest income. 


POLICY BASIS 


e@ What is the basis for establishing 
investment and lending policies? 


“Tue OBJECTIVES of investing bank 


TRACTORS 
YOUR Bonus of Extra Values. 
Caterpillar Tractor Co., Peoria, II- 
linois. 
Discusses and illustrates mechani- 
cal features of Diesel tractors, en- 


gines and road machinery. Ask for 
form 5205. 


LOANS 


FINANCING the Modern Way. 
Douglas Guardian Warehouse Cor- 
poration, 100 West Monroe St., 
Chicago, 
Basic information on the subject 
of field warehousing. 


LIGHTING 


POLAROID—Survey Number 1. The 
Polaroid Corporation, Boston. 


BANKING 


This department is compiled for 


BANKING by E. S. Woolley 


deposit funds are (1) being able to 
meet all demands that may be made 
for those funds by the owners, and 
(2) procuring an income from such 
investments. In order to be able to 
meet the first of these objectives it is 
necessary to ascertain what those 
demands will probably be. This is 
accomplished by breaking down the 
deposits into their various classifica- 
tions. In general these classifications 
are: country banks, public funds, de- 
mand individual checks and demand 
certificates, savings and time certifi- 
cates. However, a further break- 
down is frequently necessary. For 
example the demand individual de- 
posits may contain large seasonal or 
fluctuating accounts which would re- 
quire separate treatment. The same 
thing might be true with other clas- 
sifications. Then there are those de- 
posits which are specifically secured 
by hypothecated assets wherein both 
the assets and the deposits should be 
segregated. 

After such accounts have been 
separated the rates of turnover can 
be computed for each deposit clas- 
sification. These rates of turnover 
will indicate the probable require- 
ments for each classification. A col- 
umnar sheet may then be headed by 
these different classifications and the 
required percentages for cash and the 


BOOKLETS 


Some of the many uses of Polaroid 
illustrated and explained. 


INTERCOMMUNICATION 

PRIVATELY Owned Telephone Com- 

munication. Telfair Telfone Corpora- 

tion, Chrysler Bldg., New York. 
Exposition and prices of a new 
concept of inter-office telephone. 
It is voice-powered and non- 
magnetic. 


HEATING 


A Man's Castle. Anthracite Indus- 

tries, Inc., New York, N. Y. 
Economies and advantages of 
heating homes with anthracite. 


BUILDINGS 
CONCRETE for Industrial Build- 


various divisions of bonds and loans 
decided upon for each classification. 
There will then remain the portion 
of the stockholders’ funds which are 
invested in the earning assets. As 
such funds are not subject to demand 
withdrawal they need not be in- 
vested in cash or short term securi- 
ties. 

Adding all the amounts in the dif- 
ferent columns together will give the 
desired amounts of cash and the 
various earning assets. Comparing 
these totals with actual totals will 
show the excess or deficiency in each 
classification. Preparing such a state- 
ment at short regular intervals will 
enable management to keep con- 
stant check on differences between 
established standards and actual in- 
vestments. Such a method is flexible 
enough to meet changing conditions 
in depositor requirements as they 
develop. 


EXPENSE CUTTING 


e@ How can expenses be reduced 
without curtailing efficiency? 


Tas IS PRACTICALLY an impossible 
question to answer in a general way 
because of the differences in operat- 
ing methods in individual banks. A 
method that works well in one bank 
may be poor in another, and vice 
versa. However, as a class, banks 
have been very prone to continue a 
method merely because “ we have al- 
ways done it that way’’. The mod- 
ernization of methods, the use of up- 


ings and Garages. Portland Cement 
Association, 33 West Grand Avenue, 
Chicago. 
40-page booklet showing struc- 
tural layout for factories, etc. Il- 
lustrated by photographs and 
diagrams. 


ADDING MACHINE 

DUPLEX. Allen-Wales Adding Ma- 

chine Corporation, New York, N. Y. 
Illustrates and explains use of 
their offsetting adding machines. 


LOANS 


AUTOMATIC Follow-up of Loan 
Payments. National Cash Register 
Co., Dayton, Ohio. 
A numerical system for indicating 
when notes fall due, together with 
some hints on filing. 
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to-date equipment and the education 
of the personnel will increase ef- 
ficiency while reducing expenses. 
Operating expenses are frequently 
highest in the least efficiently oper- 
ated units and lowest in the most ef- 
ficiently operated ones. This is be- 
cause the latter institutions have not 
permitted themselves to ‘‘get into a 
rut”. 


INTEREST INCOME 


@ What is the method of budgeting 
interest income? 


Tre AVERAGE principal which it is 
expected will be maintained in each 


classification of the earning assets —— 


) for the period to be budgeted must 
| first be ascertained. The second step 
| is to compute the effective rates of 
interest which each of these classifi- 
} cations has earned in past periods. 
The third step is to adjust this ef- 
fective rate to any real or anticipated 
change in the advertised rate on any 
of the classifications. The fourth and 
last step is to multiply each classifi- 
cation of earning assets by their 
anticipated effective rates for the 
period. This will give the expected, or 
budget, income for that period. 


REAL ESTATE 


e What is the outlook for banks 


holding 10 per cent or more of their 
total resources in real estate? 


To SOME EXTENT this would de- 
pend upon the local real estate situa- 
tion and upon the kind of real estate 
owned. However, there would very 
definitely be the desire to reduce 
these holdings as rapidly as possible 
and, in the meantime, to realize as 
much income from the properties as 
could be obtained. One way in which 
both these things have been ac- 
complished by banks has_ been 
through the creation of a real estate 
management division within the 
bank, whose sole duties are devoted 
to those problems. Some suggestions 
along these lines appeared in May 
1936, November 1936 and December 
1936 issues of BANKING. 


PERSONAL LOAN START 


e What is a good way to start a 
personal loan department? 


An ANALYSIS of the average note 
case will reveal that by far the great- 
est number of notes are for less than 
$500. It will further reveal that 
many of them have been renewed a 
number of times. A personal loan de- 
partment can be started by insisting 
that these be put into that depart- 
ment as requests are made for further 
renewals. This enables the personnel 
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to become acquainted with theopera- 
tion of such a department before 
reaching out for volume business. 


BREAK-EVEN POINT 


@ How is the “break-even point”’ of 
savings accounts computed? 


Dye the excess of the net earn- 
ing rate over the paid rate into the 
maintenance cost. For example, sup- 
pose the net earning rate on the 
earning assets, after deducting the 
investment and lending costs, is 3.75 
per cent, the maintenance cost is 25 
cents per account per annum and the 
rate on savings is 1% per cent. The 


“break-even point” would be $13.33, 
worked out as follows: 


Per Cent 
3.75 


Net earning rate on 
earning assets 

Reserve rate on savings 
is 10 per cent. There- 
fore, rate on ledger 
balance is 90 per cent 
of 3.75 per cent, or .. 


Interest to be paid on 
account is 

Leaving rate for earning 
25 cents maintenance 
per annum of 

$.25 divided by 1.875 
per cent is $13.33 


CALL AT THE FRONT OFFICE 
WHEN YOU NEED HELP IN 
AMERICA’S GREAT WORKSHOP! 


ig 


—CLEVELANS 


* 


OHIO 


THE AREA of deepest shading shows 

where 229 of 348 types of manufac- 
turing in the United States are concen- 
trated. Cleveland is, in effect, Front 
Office for a region that annually converts 
a two billion dollar stock into four and a 
half billion dollars worth of finished goods. 

You will find in this same area an un- 
usual concentration of intimate and per- 
sonal contacts centered in this one bank. 

Our close relationship runs deeper than 
geography. It results from 94 years’ 
specialization in business banking. Sixty- 


one per cent of Ohio’s largest banks, and 
virtually all types of business and indus- 
try in the region use the special, fast com- 
mercial facilities we have set up for them. 

You can benefit in this way. When you 
need information that goes deeper than 
surface statistics, or wish to transact busi- 
ness in this area of opportunity, give us a 
call. The chances are we have a long 
standing acquaintance with the men or 
situation in question. We'll be glad 
to help you in any way we can. 


THE 


NATIONAL CITY BANK 


OF CLEVELAND 
Resources in excess of $160,000,000 
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Personal Trust Cost Blueprint 


The following article, condensed from a 
research report made by one American 
Institute of Banking chapter, typifies 
banking studies that are constantly being 
made and put to use by A.I.B. groups 
everywhere. This particular project dealt 
with personal trust cost analysis. 

BANKING would be pleased to hear 
about the results of research underiakings 
by other chapters which are willing to 
share the fruits of their labors with the 
magazine’s readers. 


N the belief that personal trust man- 
agement, like general business, will 
sooner or later accept a cost system as a 
necessary part of management, the Trust 
Problems Seminar of New York Chap- 
ter, American Institute of Banking, has 
sponsored a report on personal trust 
account cost analysis. This research 
project, one of several recent reports by 
the seminar’s Committee on Costs and 
Fees, is the work of John R. Hall, of the 
Irving Trust Company. Edgar R. Shum- 


THIS SUMMER-— 


Every year the recreational facilities of 
New England attract many visitors from 
other sections. ... This year, thousands 
who attend the New York World’s Fair 
will also plan trips to New England. If 
you or your customers come to Boston 


this summer, we cordially invite you to 


visit this bank. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET - 


BOSTON 


Member Federal Deposit Insurance Corporation 


Out-of-Town Banks 


Out-of-town banks and bankers will find here 


complete banking facilities for prompt and 


economical handling of accounts in Chicago. We 


would appreciate the opportunity of serving you. 


Crry Narionat Bank 


AND TRUST COMPANY of Chicago 


208 SOUTH 


LASALLE 


STREET 


(Member Federal Deposit Insurance Corporation) 


way, Bankers Trust Company, is chair- 
man of the committee. 

The report is devoted to general con- 
siderations encountered in the estab- 
lishment of any cost system for a per- 
sonal trust department and to a presen- 
tation of principles that will be helpful 
to an institution when setting up its own 
cost system. 

The discussion is developed under five 
main headings: organization for cost 
purposes; classification of expenses; ap- 
portionment of operating expenses to 
cost divisions and sub-divisions; bases of ff 
allocating these divisions’ expenses to } 
accounts; the procedure of collecting f 
individual account costs. 

The logical approach to organization 
is to break the department down into 
smaller units giving consideration to 
function, location and supervision, so as 
to establish a functional setup. The 
following primary division of the de- 
partment might be typical: 

Administration — departmental man- 
agement and supervision; account ad- 
ministration (estates, trusts); account 
investment administration; mortgage and 
real estate administration; legal; court 
accounting; income tax; new business. 

Operations — security analysis; secur- 
ity operations; collection; bookkeeping 
(cash, security, mortgage and real estate); 
remittance and fees; statements; vault; 
statistical (costs and records); files. 

Work performed by the “administra- 
tion” groups could best be associated 
with an account on a time basis, whereas 
work done under “operations” is best 
associated on an activity per trans- 
action basis. 

The number of expense classifications 
will be largely determined by each in- 
stitution’s general accounting setup, but 
the following may be considered repre- 
sentative — operating: salaries; committee 
fees; rent, heat and light; legal; repairs; 
telephone; postage; stationery and sup- 
plies; insurance; auditing; bank account- 
ing; personnel ;addressograph ;pageservice; 
miscellaneous. Non-operating: Federal 
deposit insurance, taxes, and surcharges. 

Some of these are direct expenses of 
the personal trust department; others, 
such as legal, auditing, bank account- 
ing, personnel, etc., are in many cases 
charged to personal trust by other 
departments. For cost analysis purposes, 
this distinction is less important than it 
is to the management which loses the 
direct supervision and control over them. 
The purpose of expense classification is 
to increase the accuracy of apportion- 
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ment to cost divisions and subdivisions, 
and finally to the accounts. 

Department expenses (excluding non- 
operating expense) are apportioned to 
the cost divisions on one or more of the 
following bases: 

Direct assignment: salaries, commit- 
tee fees, repairs, telephone, etc., can be 
easily associated with a cost division. 

Space occupied: rent, light and heat 
should be apportioned with due con- 
sideration to locations; the expense of 
public space may be distributed accord- 
ing to the area directly apportioned. 

Number of employees: personnel de- 
partment expense and miscellaneous 
items. 

Payroll: blanket bond, group insur- 
ance, and miscellaneous. 

' Activity or volume: stationery, sup- 
| plies, and postage. 

Special studies: where certain ex- 
penses are sufficiently large, a study 
should be made to determine the basis 
of apportionment; auditing, bank ac- 
counting, and page service are examples. 

By percentages based on the expenses 
already apportioned: expense which can- 
not be conveniently handled on any of 
the above bases may be grouped and 
apportioned to the cost divisions on the 
basis of percentages determined by di- 
viding each cost division’s expenses as 
apportioned by the other bases by the 
total expense of the department so 
apportioned. 

Having broken down departmental 
expenses, what shall be the basis of 
charging the individual accounts? A 
general answer is that an account should 
be charged with the expense it causes 
and for benefits it receives. 

1. In the first place, an account causes 
certain maintenance expenses. General 
records must be kept, indexes main- 
tained, etc.; therefore, a per account 
charge. 

2. The number and kind of invest- 
ments cause expense; hence a charge 
covering this cost. 

3. The volume of transactions causes 
costs; therefore charges for the number 
and kinds of transactions. 

4. The problems of the account cause 
administrative and/or legal attention; 
therefore, charges for time devoted di- 
rectly to an account. 

5. Accounts receive benefits in pro- 
portion to their dollar amount from the 
general policies and procedures estab- 
lished by the management and from a 
personal trust organization; therefore, a 
charge per $1,000 of corpus. 

6. Expense of a cost division which 
cannot be conveniently allocated to an 
account on any of these methods should 
be segregated and collected for the de- 
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partment as a whole and allocated to 
the accounts on the basis of the expenses 
already allocated. 

Each cost division is studied to deter- 
mine the allocation of its expense to the 
accounts. The general rule is that cost 
divisions in the administrative group 
will be allocated on a per hour basis and 
those in the operations group on a per 
transaction basis, i.e., per cash postings, 
security posting, remittance, collection 
item, security transaction, etc. 

The following cost sub-divisions can 
be set up: (1) Policy and procedure ex- 
pense, to be allocated to individual ac- 
counts on per $1,000 of corpus; (2) ac- 


count maintenance expense, to be allo- 
cated to individual accounts on a flat 
per account basis; (3) per investment 
expense, to individual accounts on a flat 
per account basis; (4) expense unabsorbed 
directly, to the accounts on the basis of 
all expense already allocated. 

The cost accountant maintains for 
each account a cost work sheet showing 
only the cost divisions in columnar form, 
to which the daily activity is posted, 
and a summary cost sheet to which the 
totals from the work sheets are posted 
periodically and cost extensions made 
for both cost division and cost sub- 
division items. 


Statement of Condition 


At the Close of Business, 
March 29, 1939 


ASSETS 


Cash on Hand and Due from Banks 
United States Securities Owned 
Stock in Federal Reserve Bank . 


Other Stocks and Bonds 
Loans and Discounts 
Furniture and Fixtures 


Banking House . 
Other Real Estate 


$58,693,825.12 
24,129,029.65 
321,000.00 
2,726,649.45 
40,983,790.38 
293,966.90 
2,345,000.00 
1,211,584.80 


$130,704,846.30 


LIABILITIES 


Capital Stock 

Surplus Fund . . 
Undivided Profits, Net . 
Reserved for Taxes, Etc. 
Reserved for Dividends . 


Deposits 
Individual 


Banks and 
U. S. Government 


$ 8,000,000.00 
2,700,000.00 
3,479,367.55 
195,580.99 
320,000.00 


$75,081,816.57 
33,721 ,465.87 
7,206,615.32 


116,009,897.76 
$130,704,846.30 


First NATIONAL BANK 


in DALLAS 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Alibi’ Whiskered Figures”?... Gentlemen, 


Late figures are a needless hindrance to every man of management... 


THAT'S WHY MANY A BUSINESS EXECUTIVE HAS GONE ON RECORD IN FAVOR OF 


REMINGTON RAND TaBUuLATING MACHINES, IN JUST ABOUT THE FOLLOWING WORDS: 


“We're all agreed we urgently need up-to-date fig- 
ures. Not only faster figures, but also reports that 
tell us all the facts we ought to know. If we knew 
more about what’s bebind the figures we get, each of us 
could take firmer control of the divisions we manage. 


“Our present bookkeeping won’t let us accomplish 
this, so | spent some time studying something that 
will. Let me tell you what I’ve learned about Rem- 
ington Rand Tabulating Machines. 

“First, | was impressed with their operating simplic- 
ity. | found only three major steps needed to get 
facts into printed report form. Every step is mechan- 
ically fast... mechanically accurate. Installation is easy, 
too. With proper planning, the change from our pres- 
ent system can be made without a hitch. Nor would we 
require any long, expensive training of our personnel. 


“In talking with several users, | gained ample evidence 
of Of the outstanding dependability 

of Remington Rand Tabulating 
Machines. Frankly, gentlemen, that 

evidence amazed me. To a man, 

these executives are firmly con- 


vinced that for speed and accuracy, this mechanical 
bookkeeping method has no equal. 


“These machines are the answer to our problem of 
late figures and incomplete reports. Hundreds of cor- 
porations all over the country are using this equip- 
ment today. Some are larger than we, but many are 
smaller. At any rate, we owe it to ourselves to get 
the facts. I move we ask the Remington Rand sales- 
man to come here tomorrow.” 


PHONE YOUR NEAREST REMINGTON RAND OFFICE TODAY. 
OR WRITE OR WIRE REMINGTON RAND INC., TABULATING 
Macuines Division, Dept. 3, Burraco, N. Y. (IN Canapa: 
199 Bay STREET, TORONTO.) SALES AND SERVICE IN EVERY 
PRINCIPAL CITY THROUGHOUT NortH AMERICA. 


Get Your Figure Facts Promptly 


Remington Rand 


TABULATING MACHINES FOR 
BOOKKEEPING AND ACCOUNTING 


BANKING 
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HE SELLS FINANCIAL SHOCK ABSORBERS 


He is the F&D representative in your community and 
probably you are well acquainted with him. 

If one of your employees betrays his trust... if the 
command “Stick ‘em up!” resounds in your teller’s 
ears...if a packet of securities unaccountably van- 


ishes ... an F&D Bankers Blanket Bond acts as a shock 
absorber to cushion the financial jolt. 

At such times, the personal interest of the F&D’s local 
representative in your welfare is your assurance of a 
prompt and satisfactory settlement of your loss. 


FIDELITY, SURETY AND BANKERS BLANKET BONDS 
BURGLARY, ROBBERY, FORGERY AND GLASS INSURANCE 


FIDELITY and DEPOSIT 


COMPANY OF MARYLAND, BALTIMORE 
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Our First Line of Defense 


WaLTER D. FULLER, President, The Curtis Publishing 
Company, before the PENNSYLVANIA STATE CHAMBER OF 
CoMMERCE. 


OME way, somehow, the incomes of more than half 
of our population are going to be lifted or else their 
needs and wants are going to be satisfied in some other way. 
Remember they constitute more than 50 per cent of the 
people—they have more than half of the votes. 

How is it going to be done? I hope by businessmen like 
you and me, both directly and through our great associations. 
Business wants to do this job—it is eager for the oppor- 
tunity—but the binding ropes of taxation hold it in check. 

Increased production, greatly increased production and 
broader distribution with the lower prices which such pro- 
duction and distribution bring, are the needs. 

We all hope for a real solution, I am sure, but we had better 
be about our business in this connection, because if we don’t 
do it, then these millions of people are going to raise their 
incomes or accomplish the equivalent in some other way and 
in spite of us. 

Our course, as I see it, is to look at taxation realistically 
and rather than let it control us, to curb it and direct it to 
the incentive way, so that capital will hunt opportunity in 
new plants, equipment and other expansions and so that 
businessmen will be encouraged to go ahead with plans and 
production. 

In this, government and business must work along parallel 
lines. I do not mean cooperation as we have come to know 
that word because cooperation to the office holder means 
that business must submit to edict and to the businessman 
it means that government should accept its viewpoint. But I 
do mean collaboration, each working along its own course, 
to the common end. 

As its share of this joint effort to preserve both business 
and government, for the sake of the people of this country, 
government can contribute a return to an incentive philos- 
ophy. 

If ever the times called for an incentive philosophy of 
government so as to loosen the flood gates of capital, to 
stimulate new enterprise, to encourage expansion of facili- 
ties, that time is now. All of these things mean the 
employment of millions of men and a return to the ways 
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of prosperity from which we have wandered too long. 

Business is ready and willing to do its job. But it is too 
greatly handicapped to function properly. Remove the ob- 
stacles and see what will happen. 

In the furtherance of any sound program of preparedness, 
government will come to realize that business must be the 
first line of defense. Business must be the means of counter- 
ing misleading doctrine. If America can win on this front 
victory is ours. 

If government can only realize the full importance of 
business, not so much as a producer of war materials, but 
as a force for peace because of its strong defense potentiali- 
ties then we will find government anxious to smooth the way 
that business may provide re-employment and take the idle 
minds of some of our people away from thoughts of changing 
the economic order. 


Only Fancy Pills 


_. now we are apparently no nearer the end 
and little nearer a proper solution to our pressing 
unemployment problem than ever. We have had the 
WPA, the wage and hour laws, the AAA and the 
other emergency efforts of an Administration fran- 
tically searching for some complicated way out. 

But these have only been fancy pills concocted by 
the economic practitioners. They are only palliatives. 
They are the aspirin for a nine-year-long headache. 
The aspirin which at first seemed to ease the pain 
finally is beginning to have less and less effect. 

Obviously government cannot create sound and 
lasting employment or a higher standard of living. 
We should no more expect such an impossibility of 
government than we should expect government to 
create wealth or to manufacture weather. 

If the answer to our problems lies in providing work 
for idle hands and sound thinking for idle minds— 
and I think that it does—then that is the job that 
only business, with the proper encouragement from 
government, must do.—Mr. FULLER. 
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NATIONAL BANK 


OF THE CITY OF NEW YORK 


Statement of Condition, March 31, 1939 


RESOURCES 
CasH AND DuE From BanKS ..... « « « « « $1,229,178,285.66 


BuLiion ABROAD AND IN TRANSIT . .... . ‘ 15,861,281.62 
U. S. GovERNMENT OBLIGATIONS, DIRECT AND FULLY 


Stock OF FEDERAL RESERVE BANK 6,016,200.00 
OTHER SECURITIES. . . . 159,629,030.42 
Loans, Discounts AND BANKERS’ ACCEPTANCES. . . . . 608 609,357.21 
6,785,838.47 


$2,888,271, 376.45 


LIABILITIES 
CapITAL Funps: 


Capita Stock . . . .. « « «+ $100,270,000.00 
$ 233,806,151.32 
RESERVE FOR CONTINGENCIES. . ... . 16,104,748.04 
RESERVE FOR TAXES, INTEREST, ETC. © © 2,279,790.34 
ACCEPTANCES OUTSTANDING . . 22,826,549.23 


LIABILITY AS ENDORSER ON AND BILLs . 6,837,144.02 


$2,888 271,376.45 


United States Government and other securities carried at $104,290,874.83 are pledged to secure 
public and trust deposits and for other purposes as required or permitted by law. 


Member Federal Deposit Insurance Corporation 
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J. H. Rippie, Economist, Bankers Trust Company, 
New York, before the NintH District MEMBER BANK 
CONFERENCE at Minneapolis. 


SIDE from temporary disturbances, there is little reason 
to expect a return of interest rates to levels which 
prevailed during the ’20s. When the trend changes, barring 
a world war, the probabilities are that it will be a slow, 
gradual firming of rates as business expands and the world 
returns to more normal economic conditions. There are some 
basic reasons, aside from the monetary situation, for antic- 
ipating comparatively low interest rates for a long time to 
come. 

Due to the abolition of interest on demand deposits and 
the reduction of interest on time deposits, the spread be- 
tween the cost of money and the yield on prime investments 
is still as great for some banks as in the pre-depression days, 
or perhaps greater. The greatly reduced rate of population 
growth, the increasing rigidities in our economic system and 
the restrictive policies of government, all point to a slower 
rate of expansion and a lessened demand for capital funds. 

We are now going through a major economic transition 
and no one knows yet what the new order will be. These 
changes are very disturbing to business confidence and 
business initiative, and until it becomes clear what kind of 
economic system the American people want we cannot ex- 
pect to go forward very fast or very far. 

Investments are likely to continue more or less perma- 
nently to be a major part of the earning assets of most banks, 
and the management of investments as if they were tempo- 
rary possessions is no longer an adequate policy. Prudence 
dictates the adoption of a definite long-term policy regarding 
investments. 

It is very unlikely that banks in the aggregate will be 
called upon to sell any substantial part of their securities in 


the near future. In fact, they could probably not do so and 
still make a living. 


Eight Duties of 


VERN G. ZELLER, Investment Analyst, Wisconsin Bank- 
shares Corporation, Milwaukee, before the WISCONSIN 
BANKERS ASSOCIATION BANKING CONFERENCE. 


| SHOULD like to list a number of duties that I feel you are 
bound to as a result of your position in investing bank 
funds. 

1. Acquaint yourself with the public utility financial 
statement. It is one of the easiest of financial statements to 
read, and because of a somewhat unified accounting system 
used they make themselves readily comparable. 

2. Install a simple but comprehensive file on each security 
you own, this file to include historical financial information 
and ratios which you yourself compute. 

3. Do not add a new security to your list because it is 
“hot”. Analyze the security prior to its issuance and pur- 
chase it on the basis that it fulfills your requirements. 

4. Use ratings as a guide, but only as a guide. If you use 
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Have a Long-Term Investment Policy 


The practice of purchasing bonds for trading profits not 
only adds a big element of instability to the bond market 
but in the long run is likely to prove less profitable and 
entail greater risks than purchase for income. When a bank 
purchases high-grade bonds for investment with the inten- 
tion of holding them to maturity, price fluctuations can be 
ignored provided accounting practices, amount and maturi- 
ties have been adjusted to this investment policy. 

A survey of bond prices since 1920 indicates the difficulties 
and risks of basing investment policy on short-term or tem- 
porary factors. In spite of violent shifts in the business 
picture and crises of varying magnitudes, bond prices have 
continued upward for nearly two decades, with only occa- 
sional interruptions, and today stand at an all-time peak. 
The basic trends have proved far more important than 
temporary developments. Just when the long-term upward 
trend in bond prices will change is unpredictable, and few 
will be able to call the turn. In fact, banks in the aggregate 
cannot dispose of any substantial amount of their invest- 
ments in a short period of time without demoralizing the 
bond market and bringing heavy losses to all. 

A bank faces the problem of holding bonds at these levels 
with the danger of price depreciation, or of waiting for lower 
prices with consequent loss of income, possibly for an ex- 
tended period. The prudent investor may not be willing to 
depend upon his ability to guess which way the market will 
go. His need is to be prepared for any eventuality. 

The greatest risk is the risk of quality rather than of price 
fluctuations due to changes in interest rates. If bonds pur- 
chased are of good quality and limited in amount, they will 
not have to be sold when market prices decline. 

The situation therefore calls for strict adherence to two 
principles or rules: (1) Purchase only prime securities with 
the object of eliminating quality risk insofar as possible, 
and (2) purchase for investment rather than for speculation 
and limit holdings to an amount that can be carried through 
the various ups and downs of the market. 


a Bank Investor 


advisory services, bear in mind that others cannot hope to 
know your problem as well as you know it. Your own judg- 
ment, provided you have qualified yourself, is far more 
important. 

5. Your investment dealer spends thousands of dollars a 
year for factual data. As far as I know it is available for your 
use in his office. Make periodic trips to such sources and 
check your securities. 

6. Keep a weekly market record of your securities and 
check any undue market fluctuations and ascertain their 
cause. 

7. Watch for a change in the earnings trend of a company 
and its position in the industry class, and remember that 
such changes reflect themselves to a higher degree in the 
market action of weaker securities. 

8. Acquaint your directors and your examiners with your 
methods of following securities. It will increase their con- 
fidence in you. 
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Obsolescence Reserves 


WILLARD CHEVALIER, Publisher, Business Week, and Vice- 
president, McGraw-Hill Publishing Company, before the 
NEw YorK FINANCIAL ADVERTISERS ASSOCIATION. 


f neve important lesson for us to remember at this point is to 
give increasing weight to the obsolescence factor in plan- 
ning to amortize our capital facilities. This means the prose- 
cution of new studies and the accumulation of new data to 
determine reasonable life expectancies for all types of in- 
dustrial facilities. It means closer cooperation between engi- 
neers, appraisers and accountants, machinery builders, and 
other technicians, in order that we may know the proper 
retirement factors to allow in connection with changing 
technical conditions. And it means the intelligent use of 
these findings in setting up the financial structures best 
adapted to each type of industry. 

Financial institutions must plan and set up financial 
structures that will take it into account. 

It is in order for us to ask why we should not establish 
obsolescence reserves as well as depreciation reserves, to 
recognize the burden that industry must carry in keeping 


its productive capacity up to the standard of our scientific 
progress. 

As financial advertising men, you are concerned in helping 
to market the services of your institutions to the highest 
advantage of those institutions and their clients. Sound bor- 
rowing and sound expansion always depend on sound lending 
and sound investment and all these depend on a clear under- 
standing of the factors that are involved in the process. 

In selling the services of financial institutions, therefore, it 
becomes important to set forth sound principles of financing; 
and it looks to me as though this whole subject should be a 
fruitful field of exploration for the financial advertising man. 

New trends in industrial technology have brought about 
new requirements in capital facilities. This, in turn, has 
created new problems in capital financing. 

Obsolescence is a factor of increasing importance in such 
financing. It is a factor about which the financier should have 
much to say to business and industry. And the financial ad- 
vertising men, it seems to me, are just the men who should 
be saying it, for the good of all concerned, chiefly their own 
employers. 


A Simple Remittance Service 


WILLIAM PETERSEN, Supervisor of Branches, First Na- 
tional Bank, Boston, before the AMERICAN BANKERS Asso- 
CIATION NEW YORK CONFERENCE. 


A YEAR and a half ago New England’s largest bank 
pioneered in a new service which would permit anyone 
to write and sign checks on it without requiring the opening 
of an account. This was termed a radical step in banking, 
and particularly for New England conservatism. 

This service is best known as register checks, and is 
described as “remittance checks” in the Bank Management 
Commission’s “Supplement to Bulletin No. 18.” I under- 
stand it is already being offered in several hundred banks in 
more than half of our 48 states. 

It is undoubtedly the simplest of bank services and rela- 
tively the most profitable. Add to that the public appeal in 
being able to pay bills or make remittances with personal 
checks without opening or maintaining an account, and 
what happier combination could we ask—simple, profitable 
—and we have an established market. 

The idea was conceived during the study of pay-as-you-go 
plans and the consideration of these simple facts: 


1. The greatest share of the cost of operating pay-as- 
you-go accounts is applicable to keeping record of that much 
advertised “no minimum required” balance. 

2. If we accept for deposit only the exact amount for 
which checks are issued we have eliminated that so called 
“no minimum balance.” 

3. With all balances eliminated we can then pay all 
checks out of a single account, instead of operating an in- 
dividual account for each customer. 

The service is in fact merely a simple remittance service 
embodying the use of one’s own personal check, and it is 
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intended primarily for use by the many whose limited re- 
quirements do not warrant the cost or need for complete 
checking account service. 

The service comprises two forms, one of which is the 
check with stub attached and on the stub are printed brief 
instructions to the user. The other is a numbered register 
ticket which serves as the bank’s record. The only equipment 
used is the bank’s regular protectograph and a numbering 
stamp, both of which are a part of every bank’s equipment. 

A user may ask for one or more checks and fill them out 
in accordance with instructions printed on the stub. After 
filling out and signing both check and stub he hands it to 
the designated teller who will complete the transaction as 
follows: 

With the numbering stamp set for duplicate printing the 
teller will number the check and stub to correspond with the 
number appearing on the next register ticket. He will then 
set the protectograph for the amount of the check and cut 
the amount first on the register ticket, then on the check and 
stub. This completes the issuance, except of course for taking 
in the money and the dime and handing the check and stub 
to the customer. The stub is the customer’s record and 
receipt, and bearing his signature it serves as identification 
should it subsequently become necessary to refer to the item. 

By cutting the amount on the bank’s register ticket, check 
and stub with the one setting of the protectograph we are 
assured that the amount on all three items is in agreement, 
thereby providing accuracy. ; 

At the close of the day’s business a single credit is passed 
to register check account for the total of all checks issued, 
and the numbered register tickets serve as registers for 
outstanding checks. A credit is also passed to the proper 
income account covering the fees collected as accounted for 
by the number of register tickets used. 
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Payment is effected by merely matching the number and 
amount on the check with that of the corresponding register 
ticket without regard to the signature on the check, and at 
the close of the day one charge is made to register check 
account for the total amount of checks paid. 

Inasmuch as register checks are paid by number and 
amount, the bank is not concerned how or by whom the 
checks are signed, I am sure that the elimination of forged 
signatures in checking accounts would be a welcome feature. 

A user may make out the checks at home or elsewhere and 
send them and the money by anyone to the bank for com- 
pletion. Payment may be stopped on a register check ex- 
actly as on any other personal check. Should the user wish 
a refund in preference to issuing a new check, that also is 
possible. The check may be certified if necessary. As far as 
I know all laws and practices governing personal checks 
are applicable to register checks. 

The.paid checks are filed numerically by the bank and are 
not returned to the user unless some circumstance requires 
it, in which event it can readily be located by means of the 
user’s stub. 


Country 


ADOLPH SUEHSDORF, JR., Assistant Vice-president, Bank 
of the Manhattan Company, New York, before the AMER- 
ICAN BANKERS ASSOCIATION NEW YORK CONFERENCE. 


d bers correspondent bank system as a source of investment 
information should not be a big city brother and country 
cousin relationship. It can be made and developed into 
something really worth-while if the city banker would only 
look to the out-of-town bank friend to obtain comparable 
assistance. Each in his own way can supplement the other’s 
knowledge. The correspondent investment officer in the 
big city would not lose face, neither should his pride be hurt, 
if he should address an investment inquiry to his correspond- 
ent out-of-town. The latter would be greatly pleased to be 
called upon and invariably would reply promptly with a 
thorough answer. If we would only tap these available 
sources we could reap much worth-while information. 

The bank correspondent in the large city is not always 
the fountainhead of all investment knowledge; neither are 
all the investment brains in the big city banks. The bank 
correspondent in the smaller community likewise has very 
definite and sound ideas about security values and trends. 
The tempo of the out-of-town banker’s life enables him to 
approach an investment problem from a different angle and 
perspective and an exchange of his view with that of the city 
banker is mutually invaluable. I have talked with many an 
investment sage whose address was not New York, San 
Francisco, Boston, or some other large city. 

We in the big city banks with large analytical and re- 
search departments quite often are so steeped in close study 
and work on problems to the 10th decimal place that we 
cannot see the “woods for the trees”, and I have always 
found the views of my banking friends far removed from 
the bustling cities most refreshing and sound. 

By nature the banker in the smaller community may be 
somewhat reluctant about divulging any special information 
he may have. This applies likewise to the big city cor- 
respondent banker—if the inquirer is unknown to him, 
because no one should, and rightfully so, broadcast special 
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Whether your bank is large or small, and even if it may 
now be offering two types of checking account service it may 
still meet the needs of a greater number of people with the 
addition of this newer service. If you are operating pay-as- 
you-go accounts and think you already have most of the 
business available, ask your postmaster how many money 
orders he issues daily. You will be surprised. 

The principal market for this service is of course with 
those now using post office money orders and it takes no 
imagination to recognize which is superior from the stand- 
point of operation or public appeal. At 10 cents per item 
register checks are less expensive than money orders. 

Evidence of good will is found in the many expressions 
and remarks by users of the service such as: 

“T never had enough money for a checking account.” 

“This is certainly better than using the post office.” 

“This is so simple, I just can’t understand why banks 
haven’t had this years earlier.” 

(A banker told me that when this last mentioned remark 
was made to him he actually felt a bit ashamed.) 
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information. Such a situation brings up the matter of getting 
around among the out-of-town correspondent bankers and 
getting to know better this banking group. 

There is, of course, no substitute for personal acquaint- 
ance in the banking business. This bond of friendship be- 
tween the large city bank and the out-of-town correspond- 
ent makes for an ease and freedom of thought when exchang- 
ing views that prove so helpful to both institutions. Meet 
these bankers in the smaller towns on an equal footing as 
experienced bankers and even though at first there may be 
a faint suspicion of the respect that comes from representing 
a bank a good deal larger than the bank in the interior you 
may be visiting, you will find a real welcome and before 
long the investment officer in the big city bank correspond- 
ent will have established a contact that will stand him in 
good stead when he may have a special local investment 
problem back home. 

These bank visits should not be in the one direction alone; 
the out-of-town banker should call on the big city bank’s 
bond man in his workshop and when these friendly relation- 
ships are established the whole banking structure will benefit. 

To touch briefly on some of the phases wherein the out- 
of-town banker can be an invaluable and important source 
of investment information for his city correspondent: The 
out-of-town banker is the best source for information regard- 
ing local municipal issues, which one may find in estates in 
the personal trust division or in a customer’s list. The 
interpretation by the out-of-town correspondent of state 
tax legislation as it applies to securities is a worth while 
check on the large city banker’s reaction. No one is a better 
source of information than the local banker when it comes 
to the value of a local real estate bond issue or mortgage 
loan. I have checked with very small country banks in the 
South and Southwest as to the outlook in their communities 
for the year’s cotton crop and the information secured, when 
applied to the country’s cotton area at large, has worked 
out very well. Other tests can be made in other crop areas. 
Such material can then be translated to the granger rails, 
cotton movers, etc. for obvious reasons. 
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European Representative’s Office: 8 King William St., London, E.C. 4 


CONDENSED STATEMENT OF CONDITION 
At the close of business, March 31, 1939 


ASSETS 
LIABILITIES 
Cash on Hand, and in Federal Re- 


serve and Other Banks . . .$129,941,108.33 Deposits . . $372,537,991.16 


Exchanges, Collections and Other 


. Outstanding and 
Cash Items . . . . . . . 26,770,252.89 


Certified Checks 13,236,768.90 385,774,760.06 
United States Government Obliga- 


tions — Direct and Guaranteed 156,230,880.98 Dividend Payable April 1, 1939 625.000.00 


Other Bonds and Securities. . . 17,287,910.35 


Loans, Discounts and Bankers’ Accounts Payable and Other 


Acceptances. . . . . . 87,762,680.06 Liabilities . 7,994.99 


Interest Receivable, Accounts Re- 


Acceptances . 
ceivable and Other Assets . 3,294,271.16 P 
Real Estate Bonds and Mortgages 4,940,980.42 Reserve for Contingencies . . . 1,000,000.00 


Customers’ Liability for Accept- er 
862,456.28 Capial . . 12,500,000.00 


Equities in Real Estate ,083,453.20 Surplus d 25.000.000.00 


Banking Premises — Equity and 
$433,963,405.87 $433,963,405.87 


United States Government obligations are carried at amortized cost. Government obligations and 
other securities amounting to $26,826,891.00 in the above statement are deposited to secure public 
and trust deposits and for other purposes required by law. 
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The Touchstone of Business Progress 


CHARLES F. ZIMMERMAN, President, First National Bank, 
Huntingdon, Pennsylvania, before the PirrssurcH Lum- 
BER DEALERS ASSOCIATION. 


E must make an effort to learn the truth and be 

guided by the truth regarding the effects upon business 
confidence and business enterprise of such measures as the 
Wagner Labor Relations Act, the Social Security Act, the 
Wage and Hour Act, and extreme provisions in our State 
Workmen’s Compensation Act. 

This is said constructively and in no least spirit of reac- 
tion for its own sake. We have come through a period when 
government has degenerated into a congeries of imaginings 
based not on the experience of peoples, but rather in open 
defiance of the best established facts of history. There has 
been no attempt at consistency of purpose in dealing with 
our problems, and without this we cannot hope for a genuine 
moral fiber which is the foundation of our confidence in each 
other and in government itself. 

Few, if any, of our lawmakers have taken enough time to 
satisfy themselves regarding the practical effects of bills 
controlling business, for which they have voted with great 
altruistic ardor. Too often they have accepted the work of 
visionaries. Too often they have had the idea that readjust- 
ments under a wholly unsatisfactory and even hopeless law 
have a faculty of taking care of themselves. Too often they 
have thought in terms of first-blush popularity instead of 
sound statesmanship on behalf of basic principles in free 
American enterprise. The time has come for political com- 
mon sense and business to kiss each other, realizing that 
progress in our business affairs will be lost until burdensome 
levies shall have been relaxed and opportunist legislation 
erased from our statute books. 

We need above all in our governmental leadership today, 
men who are recognized not only for their understanding of 
our great economic problems, but who at the same time may 
be known for their moral stature; men whose allegiance to 
truth and duty is given place above all desire for personal 


power and above willingness to yield to theories however 
beguiling that entrap and enthrall the whole people; men 
whose principles of thought and life compel them to draw 
back from taking more or less desperate chances with the 
lives and fortunes of others, save as proposed measures 
clearly spring out of the higher interests of a free people. 

This type of leadership is the antithesis of that which 
yields to the persuasion or pressure instituted by one man or 
by a small coterie of men. It cannot condone compulsory 
adoption of laws that members of legislatures have not been 
given an opportunity to read, much less to understand. It is 
a leadership zealous to uphold the essential processes of 
liberty which are the index of public virtue. 

Better is it that we should have no new law placed upon 
the statue books than that it should be placed there without 
sufficient foreknowledge either of its precise intent or of its 
probable effects upon our social and economic organism. 
This state and this nation have seen too much “statesman- 
ship” of this description during the last few years. In my 
view we shall long continue to pay the penalty for our 
thoughtless haste. 

Our leadership must first of all help us to honor our birth- 
right, no less than the thousands of business establishments 
that have grown up under it upon which our people must 
depend for employment. Sound opinion expressed by faith- 
ful public servants who have a proper understanding of their 
official duties always go far and always will go far towards 
discovering the solvent for our ills. Standards that promote 
progress are much more a question of inward leading than of 
outward pressures. Recognition of this principle has caused 
the spirit of freedom to arise in the world and thrive like 
the green bay tree. Only so long as we continue to honor this 
principle can the spirit and daily experience of liberty under 
our American mode of life be preserved. 

The touchstone of American business progress for the 
future is the renewal of our faith as a people in the processes 
of free enterprise, through a better understanding of the 
paternalistic handicaps now resting upon them. 


Factors Affecting Earnings 


Wa ter A. Morton, Professor of Economics, University 
of Wisconsin, before the WISCONSIN BANKERS ASSOCIATION 
BANKING CONFERENCE. 


fore country bank can expect for some time to come to 
operate with lower earnings. This is due primarily to the 
fall in the rate of interest. Until business men are willing to 
organize national corporations on a large scale for the pur- 
poses of new investment, particularly building and slum 
clearing, there is not likely to be a natural revival of business 
activity. An attempt to increase earnings by pushing up 
rates of interest will not only be futile but will lead to an 
intensification of the depression. What we need is a larger 
volume of loans at low rates of interest. 

The country bank has lost earnings due to its desire to 
remain liquid. Since 1930 these bankers have gotten out of 
the farm mortgage market and put the burden of farm 
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financing upon the Federal Government. A sensible policy 
would be for the country banks to return to their rightful 
position as financers of the farmer. They would not only 
serve their local communities by doing this but would re- 
ceive higher rates than they are now getting on government 
bonds. 

But instead of pursuing this policy bankers have been 
vainly hoping for higher rates of interest and trying to buy 
only the most liquid of marketable bonds. The time has come 
when bankers should definitely abandon the sponsorship of 
the liquidity fetish and face reality. Governor Marriner S. 
Eccles and the Federal Reserve officials have already done 
this. What is needed is cooperation from the bank examiners 
and a change in the attitude of bankers themselves. After 
bankers have done this they will find abundant opportuni- 
ties for local investments and an increase in their own 
profits. 
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A Country Bank’s Loans 


EpWIN SWENSON, President, Matinecock Bank, Locust 
Valley, New York, before the AMERICAN BANKERS ASSOCIA- 
TION NEw YORK CONFERENCE. 


HE bank I represent is a typical country bank, located 

in an estate-studded area having no manufacturing in- 
dustry, its business centers composed primarily of service 
organizations, and its residents employed in semi-agricul- 
tural and construction trades. Deposits average $950,000. 
We have studied and believe we know the needs of our area 
of service, which contains a population of 5,000. During the 
years 1936-7-8 there were 1,194 loans made totaling $392,752, 
as follows: 


Personal loans 

30 to 90 day loans 

Merchant lines 

Notes receivable discounted for merchants. . 
“Intermediate” credit 


$99,018 
39,269 
139,194 
28,993 
86,278 


$392,752 


Total losses sustained from above advances total $1,813, 
60 per cent of which are recoverable. Voluntary reserves of 
10 per cent on all earned income on all assets are set up in 
our institution, and comfortably care for these losses. 

In addition to the above loans, secured loans totaling 
$103,124 and mortgage loans, on amortization plan, totaling 
$80,836, have been accepted. 

We have confined our extensions of credit to the area 
served by the bank, and a program of liquidation of all loans 
is determined with the applicants at time of initial discus- 
sion. If the proposed loan cannot be retired in a period of 30, 
60, or 90 days, a series of monthly notes over 12 months is 
prepared, and loans of $500 or less to be liquidated over a 
period longer than 90 days are placed in our personal loan 
department. This procedure has eliminated to a large degree 
annoying misunderstandings on the part of client or bank. 
It is true that a large number of items are always in the note 


portfolio, often in small denominations, but we control the 
obvious cost of handling items by having all notes in our 
bank mature on only one day of each month. 

We have not, curiously enough, been able to place one 
FHA loan in our bank, although that service has been ad- 
vertised by mail, and by other devices. Loans for the purpose 
intended by FHA have been made, but under only one of the 
classifications noted. 

Since October of last year, we have made loans to ap- 
proved merchants on assignment of their accounts receiva- 
ble, with favorable results. Accounts are submitted for our 
acceptance, or rejection, each month, and to date our ex- 
perience has been wholly satisfactory. 

Our efforts in the loan field are not held out as exceptional. 
Other country banks have explored this field with greater 
success than ours, with profit to themselves, and benefit to 
their communities. 

The problems of our country banks in the past have served 
to make them more conscious of their communities. Rela- 
tions with their public have been brought out in sharper de- 
tail than ever. Country bankers today regard their business 
as more of a profession than some years ago, and the relation- 
ship established in this respect in their communities has 
created a bond of confidence of the public, such as is enjoyed 
by other professions. 

This attitude on the part of the depositing public makes 
it receptive to any sound program a bank may adopt in 
offering its numerous services. 

Bankers in one respect have not changed. They are as 
inarticulate today as they were years ago concerning their 
business. Banking is not a mysterious part of the past—it is 
a very important and vital factor of the living present. 
Members of our profession must so prepare themselves, and 
declare their readiness and faith to care for the needs of in- 
dustry in the future, when industry regains that necessary 
confidence, as they have so well and faithfully done in the 
past. 


The Importance of Investments 


LAURENCE R. LUNDEN, Editor, Financial and Investment Review, before the WISCONSIN 
BANKERS ASSOCIATION BANKING CONFERENCE. 


|. pe. KERS are divided into two schools of thought in their attitudes on the importance 
of investments among the earning assets of banks. 

One group looks upon present day conditions, under which investments bear a greater 
proportion to total earning assets than do loans and discounts, as abnormal, and for that 
reason they choose to bide their time and await a return to more normal conditions 
under which they can do business “in the good old way” and under which loans and 
discounts will assume their old importance. The other group is quick to admit that bonds 
are likely to retain their present importance among the earning assets of banks, and for 
that reason bankers in this group have shown little hesitancy in entering the bond 
market. 

The very least bankers can do is to ascertain through responsible research agencies, 
either universities or special committees appointed from their association membership, 
the validity of the claim that the character of bank assets has changed temporarily. If 
such a study shows that the changes are of a temporary nature, they will then have 
something more than wishful thinking to justify their remaining on the sidelines. On 
the other hand, if the studies bear out the contention that the shift is permanent, they 
can then prepare themselves to enter the bond market or else take steps to develop new 
types of business to replace the business taken over by other agencies. 
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The Director and His Bank 


Wii S. Potter, Attorney, and Director, Union Na- 
tional Bank, Wilmington, Delaware, before the DELAWARE 
BANKERS ASSOCIATION. 


HE true relation of a director to his bank I conceive to be 
something more than that of an agent, and something less 
than that of a trustee. This truth stands uncontradicted and 
unquestioned in the law, that a director does occupy a 
fiduciary relationship. His official duties are owed to the 
corporation and to no one else. By this statement I do not 
mean that he cannot be held accountable to others. On the 
contrary, for a breach of his official duties, he can be made to 
account for the loss resulting to stockholders; but the remedy 
in this regard is achieved through the medium of what we 
call “derivative stockholders’ suits’’. 
Our consideration should be focused upon the duties which 
a director owes to his bank, for violations in that field are the 
ones which have given rise to most of the cases against 
directors. If we can arrive at an adequate understanding of 
his official duties, we can deduce therefrom his possible 
liabilities, for he will be held responsible for any and all loss 
which is the proximate result of his shortcomings. Judge 
Sharswood, in Spering’s Appeal, 71 Penn. St. 11, has defined 
the duties owed to the stockholder: 


. . . We are dealing now with the responsibility to stockholders, 
not to outside parties—creditors and depositors. It is unnecessary to 
consider what the rule may be as to them. Upon a close examination 
of all the reported cases, although there are many dicta not easily 
reconcilable, yet I have found no judgment or decree which has held 
directors to account, except when they have themselves been per- 
sonally guilty of some fraud on the corporation, or have known and 
connived at some fraud in others, or where such fraud might have 
been prevented had they given ordinary attention to their duties. I 
do not mean to say by any means, that their responsibility is limited 
to these cases, and that there might not exist such a case of negligence 
or of acts clearly ultra vires, as would make perfectly honest directors 
personally liable. 


From the quoted language, we deduce that the director is 
responsible to the corporation for his fraudulent acts, as well 
as for his negligent acts. In other words, the duties are two- 
fold: First, he must be honest, and second, he must be 
diligent. 

It is not possible nor necessary to detail the many in- 
stances of dishonesty. Likewise, it would be a waste of time 
to tell you that for every act of dishonesty a director is 
responsible. Difficulty does arise when we attempt to define 
what is known as constructive fraud. As a guide to that field, 
it is sufficient to call attention to the fact that most cases of 
constructive fraud, as well as of actual fraud, arise from 
dealings between directors and their own banks. Because of 
the fiduciary relationship, our courts will closely scrutinize 
every transaction of that nature, and if the slightest evidence 
of bad faith on the part of a director appears, he will be held 
accountable. The only safe rule to apply is: “‘ When in doubt, 
don’t.” By this I do not mean to indicate that a director 
cannot do business with his own bank. It would indeed be 
ridiculous to say that a director shall not maintain an ac- 
count with his own institution, borrow money from it, sell 
property and securities to it, or buy property in which it 
has an interest. But when a director does deal with his own 
corporation, his personal interest in the deal must necessarily 
conflict with that of his bank, and he must so conduct him- 
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Responsible 


el me touch upon some of the instances in which 
bank directors have been held responsible for want 
of ordinary care: 

(1) Failure to audit or examine the condition of the 
bank periodically, or cause it to be audited; (2) failure 
to use reasonable effort to collect slow or doubtful ac- 
counts; (3) Failure to retain proper officers and em- 
ployees; (4) failure to properly supervise the officers; 
(5) failure to exercise extra care in loans to fellow- 
directors, members of their families, or to businesses in 
which they are interested or with which they are affiliated; 
(6) permitting extravagant or improper expenditures 
in the conduct of the bank’s business; (7) permitting the 
bank to act ultra vires, particularly where the bank 
is operating some business not connected with banking; 
(8) improvident investments; (9) loans improperly 
secured; (10) overdrafts; (11) failure to require proper 
bonds from officers; (12) failure to charge off assets as 
required by the bank examiner; (13) permitting checks 
to be certified on insufficient accounts —Mr. Potter. 


self as to remove the slightest doubt as to his good faith. 
No clearer definition of the duty of diligence can be found 

than the language of the United States Supreme Court in the 

famous case of Briggs vs. Spalding, 141 U. S., at 147: 


It is perhaps unnecessary to attempt to define with precision the 
degree of care and prudence which directors must exercise in the 
performance of their duties. The degree of care required depends 
upon the subject to which it is to be applied, and each case has to be 
determined in view of all the circumstances. They are not insurers of 
the fidelity of the agents whom they have appointed, who are not 
their agents but the agents of the corporation; and they cannot be 
held responsible for losses resulting from the wrongful acts or omis- 
sions of other directors or agents, unless the loss is a consequence of 
their own neglect of duty, either for failure to supervise the business 
with attention or in neglecting to use proper care in the appointment 
of agents. 


The majority opinion [Briggs case] quotes with approval 
the following language from the Spering’s Appeal: 


But it is evident that gentlemen selected by the stockholders from 
their own body ought not to be judged by the same strict standard 
as the agent or trustee of a private estate. Were such a rule applied, 
no gentlemen of character and responsibility would be found willing 
to accept such places. 


while the minority opinion said: 
No usage of a national bank, nor any authority to carry on its busi- 
ness through executive officers and agents, will relieve its directors 
from the duty imposed upon them by law of diligently managing and 
diligently administering its affairs, and actively supervising the 
conduct of its officers and agents. . . . They ought not, by ac- 
cepting and holding the position of directors, to give assurance to 
stockholders and depositors, whose interests have been committed 
to their control, that the bank is being safely and honestly managed, 
without doing what prudent men of business recognize as essential 
to make such an assurance of value. 


While the Briggs case was decided some 50 years ago, it 
still affords us the rule of thumb by which to measure our 
responsibility. 

The rule, as I see it, is that the figurehead, or dummy 
director, must go. 
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The Better Half 


C. L. RoBEy, President, Virginia Bankers Association, and 
President, Purcellville National Bank, before customer 
public meetings in the Shenandoah Valley. 


5 comma could be no banking, as we in America know it, 
without depositors and borrowers. Bank customers are 
the other half, and if you prefer, the better half, of the 
American banking system. There are two halves to almost 
everything and in banking one half is the banks and the 
other, the customers. Each has its responsibilities to the other 
and both have their responsibilities to the community. 


Their interests are the same. 


Bank customers can and do have a very great influence 


| upon the standard of banking in their community. As you 
) well know, no bank can continue to operate unprofitably and 
' remain sound indefinitely. Therefore depositors should 
) understand the cost factors in bank services. 


Taxes have greatly increased and income from good bonds 
has greatly decreased, making it necessary for banks to 


obtain income from services formerly rendered to the public 
without charge. Customers have accepted this graciously. 

Both tax rates and interest rates on Government bonds 
are governmentally controlled factors. Not only is this so, 
but the interest rate banks can pay on your savings is limited 
by government policy and not by bankers’ wishes. 

You can materially aid in the formation of public opinion, 
demanding a return to economy in government, a reduction 
in taxes and a stoppage in further borrowing, all of which 
would materially benefit not only banking but all business 
and all persons and all dollars seeking work. It would do an- 
other extremely important thing—it would restore confi- 
dence, and banking is based upon confidence. Banks and 
business must have confidence in government and in each 
other. Without it, there cannot be banks as we know them. 

In this matter the depositor plays an important role. He 
must understand what are sound banking policies and be able 
to judge whether his bank is following such policies, and 
if it is, the depositor must support sound banking. 


Briefly — 


2 Great things will happen this year—HEnry Forp. 


Gr (the American silver purchase policy) has created a 


} situation in which practically the only important market is 


in this country; and the only use we have for silver is to 


» make more excess reserves, which are already excessive, and 
| more bank deposits, which also are already excessive.— 
MaRRINER S. Eccies, Chairman of the Board of Governors, 


Federal Reserve System. 


GHE great resources of the banks, their desire to make 


loans, their willingness to give consideration to the needs of 
all types of borrowers, leads to the conclusion that the 
financial resources of the country are all set for industrial 
expansion.—PxHILip A. BENSON, President, American Bank- 


ers Association. 


In this year of disgrace 1939, we must be willing to face 
| the facts of life as they actually are and not fall into that 


mortal error of which we are so deplorably guilty—our na- 
tional weakness of mistaking our wishbone for our backbone. 
—HENpDRIK WILLEM VANLOoN. 


‘OHERE is no place for youth in industry, in the profes- 


sions, or in other areas; as a result, we now ask the young 
people to go back and remain children until we are ready for 


them.—Caro.tnE B. Zacury of the Progressive Education 
Association. 


Wuat we need is to rub our eyes and look about us and 
see what has been happening while we were busied about 


, other things and letting administration go its unchecked 


way.—Dean RoscoE Pounp, Harvard University Law 
School. 
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GHE future behavior of the liabilities determines the func- 
tions which the assets must perform.—Irvinc BussIne, Re- 
search Director, Savings Banks Trust Company, New York. 


cAs savings is a matter of thinking and debt a matter of 
feeling, it is much easier to go into debt than it is to save.— 
MaArGaRET J. Bacon, Director, Income Management Bu- 
reau, Monroe County Savings Bank, Rochester, New York. 


A BANKER may think he has an investment program 
when he has only a few general ideas about how he intends 
to manage his bond portfolio.—H. C. Sauvarny, Professor of 
Finance, Indiana University. 


IJ HAVE always thought that the differences between labor 
and capital were quite unnecessary.—GEORGE F. JOHNSON, 
Shoe Manufacturer. 


‘OHE biggest job of bankers is to search out every possible 
opportunity for business development, to encourage business 
men to make new investments, and to stand ready to finance 
such development even to the extent of making a few capital 
loans.—HERMAN WELLS, President, Indiana University. 


GVERYBODY must be taught that every dollar the Gov- 
ernment spends must be repaid unless we are to have infla- 
tion —O. Howarp Wotre, Cashier, Philadelphia National 
Bank. 


Our nation’s banks were never in a stronger position than 
they are today. They have never had more loanable funds 
available to deserving borrowers, and they have never been 
more anxious to lend; so, if you need credit, apply to your 
bank or to the RFC.—Jessr H. Jones, RFC Chairman. 


99 


t 

4 

k 

y 


C. S. Younc, Vice-president, Federal Reserve Bank of 
Chicago, before the WiIscONSIN BANKERS ASSOCIATION 
BANKING CONFERENCE. 


N reviewing the mortgage files of various banks in this 
district, I am led to believe that banks should adopt the 
policy of reappraising city property and having frequent 
neighborhood inspections. The volume of new building ac- 
celerates the obsolescence of the old. Higher taxes and higher 
assessments on old properties create increasing underlying 
liens against actually declining real values because structures 
themselves are obsolete and do not fit the demands of today. 
This leads to the inevitable conclusion that the principal 
payments on an amortized mortgage loan should reduce the 
debt to a conservative value of the site within the economic 
life of the building. Bankers know that long foreclosure 
periods, the costs of foreclosure, moratoriums, unpaid taxes, 
needed repairs not made, and principal payments not col- 
lected give banks depreciated properties with prior liens 
and possible iosses. 

Special attention should be directed to the appraising of 
the property. The appraiser in submitting his appraisal to 
the bank is judging the future usability of the property, 
whether its improvements are in keeping with the district, 
and what the district’s changes will be over a long period. 

One of the dangers in making mortgage loans is the com- 
petition between banks and other agencies, and as a result 
interest rates are reduced, appraisals are liberalized, and I 
have been informed that loans are being solicited in many 
cases and inducements are being offered by lenders with no 
community interest other than the commission or service 
to be earned. However, if reasonable precautions are taken 
at the time of inception of the real estate loan, I am sure 
that losses on loans of this character will be held to a 
minimum. 

From time to time the suggestion has been made to us that 
the Federal Reserve bank itself should set up an investment 
advisory service for its member banks which would include 
the suggestion to such banks what percentage of their total 
deposits should be invested in real estate mortgage loans. 
We often claim that we are a service institution designed to 
serve your interest and through you the community as a 
whole. That being so, it might well be asked why we do not 
undertake the task of advising banks on investment mat- 


Local Banks for Local Credit 


A Man of Value 


Joun S. Linen, Vice-president, Chase National Bank, New York, before the AMERICAN 
BANKERS ASSOCIATION NEW YORK CONFERENCE. 


KEEN student of banking remarked to me how common it is these days to find a 

bank with four or five times as many loaning officers as investment officers, and yet 
the latter may be equally important as far as present and potential earnings are con- 
cerned. This is rather easily explained, of course, when we realize that the nature of the 
two activities varies so greatly, loaning on credits obviously requiring more man power 
if such accounts are to be satisfactorily served and followed. 

The surprising thing, however, is that so many institutions fail to equip themselves 
with any man who has had a training and background which really qualifies him to 
serve as an experienced authority on investment securities. It has been amazing to me 
that when a really good investment man has sought a bank position, so few banks 
appeared to realize the value which such a man could bring to them. 


ters. There are, I think, obvious difficulties: As adminis 
trators of the ultimate credit reserves of the country, as fisca 
agents of the Government, and as supervisory authoritie, 


we have unavoidable responsibilities that might prove to bk ach 
quite inconsistent with rendering such a service. s 
Our records show that numerous banks have been abk — 
to increase their loan portfolios by meeting the rate com. og 
petition of other agencies. They feel that $100,000 loaned a it 
4% or 5 per cent in their own communities is better 
$250,000 outside investment at 1 to 2 per cent. nal 
I am of the opinion that the primary functions of mos 0m 
country banks are to serve as a safe depository for local va 
funds and to finance local credit requirements. In estimating 
possible future local demands and in attempting to make the 
adequate provision for them, country banks should consider 2 
carefully the enlarged lending powers of the Federal Reserve — 
banks, the lending facilities of the Reconstruction Financ _ 
Corporation, the facilities that have been established for nes 
refinancing the obligations of local borrowers, the stabilizing oe 


influence of the Federal Deposit Insurance Corporation, 
and the probable effects of the numerous other measures 
that have been, or may be, taken to stabilize our economic 
life. There are now many devices for the protection of coun- 
try banks and their communities that were not present in 
times past. Country banks may also find protection fo 
themselves and their communities in the securities markets 
if they will make their selections with the object of obtaining 


protection and not merely with a view to getting their ge 
money out at interest or making large speculative profits. % 
Insofar as country banks are justified in assuming long 
risks, they had better take them on local borrowers, ove °U¢ 
whose affairs they can exert some control, rather than o fing 
distant corporations which are independent of the country 
bank that holds their long-term obligations. Moreover, de B 
spite the great increase in lending facilities that has occurreiB anc 
in recent years, many borrowers depend primarily on their wai 
local banks for credit, and it surely is a matter of first im-§ tio 
portance that country banks remain continuously in position 
to meet the needs of these local parties. o 
I wish to suggest to all bankers that a survey be makg |... 
of their own trade area and that they make all the sound jm 
loans which really belong to their banks at reasonable rates Ch 
rather than have the borrowers seek elsewhere for preferen- 
tial rates. g 
na 
th 
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A Composite Aristotle 


Dr. ALExIs CARREL, Rockefeller Institute for Medical 
Research, before the Rotary CLuB or NEw York. 


E have a great deal of scientific knowledge that we are 
using for the construction of material wealth and not 
for the progress of the human being and society. 

In our civilization we have misfits and feeble-minded 
persons that the people of the 18th Century did not take into 
consideration. There are hereditary and pathological traits 
that make individuals different. We are not equal. 

If we used scientific concepts instead of ideologies, we 
might discover a new way of life which would be based on 
reality. If life is based on reality we cannot fail. If it is based 
on philosophical or sociological ideologies, we will fail as we 
have already failed. 

In applying specialized knowledge we see only one side of 
the problem. It should be seen from every point of human 
activity. Our present knowledge is too great to be in one 
mind. It should be coordinated into a brain pool or a sort of | 
composite Aristotle. It could be done by private groups. | 


It is too soon now but it will come because it is absolutely 
necessary. 


April 1939 


Jiu be back in the Fall if we don’t have a war.—PREsT- | 
DENT ROOSEVELT. 


| 


“(WHOEVER declares himself ready to pull the chestnuts 
out of the fire for the great powers, must expect to burn his 
fingers in the attempt.—CHANCELLOR HITLER. 


Basep on my contacts with the people of other countries, 
and my own study, I do not believe there is going to be any 
war in Europe.—Tuomas J. Watson, President, Interna- 
tional Business Machines Corporation. 


N EITHER convenience, nor comfort, nor money, nor 
wealth, nor insular tradition and practice can be put in the 


scales against what is necessary now.—Sir JoHN Simon, 
Chancellor of the British Exchequer. 


How may peace be had if, unfortunately, even among 
nations there frequently is lacking the mutual understanding 
that alone may encourage and impel peoples along luminous 
ways of civil progress; while pacts solemnly sanctioned and 
the plighted word have lost that security and value which 
are the indispensable bases of reciprocal confidence and 
without which ardently desired disarmament, both material 
and moral, becomes with each passing day less possible of 
realization?—Pope Prvs. 


Wer welcome the cooperation of any country, whatever 
may be its internal system of government, not in aggression 


but in resistance to aggression.—Prime Minister CHAMBER- 
LAIN. 


“GomorRROW, as yesterday and always, we will go 
Straight ahead.—Premier MussoLinI. 


May 1939 


There’s security for buyers 
and bankers alike in the 
low maintenance of 


CONCRETE HOMES 


ISE home buyers all over America are turn- 

ing more and more to enduring and eco- 
nomical home construction. They want homes 
that will serve for generations with minimum 
maintenance costs. And they’re getting such 
homes with concrete! 35,000 concrete houses 
built in the past 3 years make this the fastest- 
growing type of home construction. 


Structural security for the mortgage 


Concrete’s enduring strength outlasts long- 
term financing. And, because structural repair 
bills, protective painting and redecorating costs 
are low, the borrower is more certain to meet 
his monthly payments. 

Concrete is safe against the attacks of fire and 
storm, of termites and decay. Its first cost is little 
or no more than non-firesafe construction, and 
its ultimate cost is lowest of all! 

Write us for a free copy of the booklet, “Why 
People Like Concrete Homes,” or for the answers 
to specific questions on the use of concrete. 


PORTLAND CEMENT ASSOCIATION 
Dept. A5-55, 33 West Grand Avenue, Chicago, Ill. 


A National Organization to Improve and Extend the Uses of Concrete 
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Three Banking Problems 


J. C. MrnsHuLt, Deputy Supervisor of Banking for the 
State of Washington, before the SNoHomIsH CouNTY BANK- 
ERS’ ASSOCIATION. 


Term Loans 


ANKS, in fact, have been making term loans for many 
years. The characteristic difference between the loan 
previously held and the one now discussed has been that the 
previous loan was made with a short term maturity, and 
assurance to the borrower that upon a satisfactory reduction 
being effected, a renewal would be given for an additional 
short term on the unpaid balance. 

The modern method seeks the same result but adopts a 
different technique. It is appraised upon the same credit 
bases as always have been employed; in other words, the 
three C’s prevail. The capital factor has been minimized 
and the prospective loan becomes a part thereof, but it yet 
is essential that the borrower have a sufficient “stake”’ in 
his enterprise. The capacity factor has been highly em- 
phasized. It is necessary that sufficient earnings be forecast 
to warrant the assumption that the loan will be liquidated 
in an orderly manner. 

Ample provision for depreciation and depletion allowance 
must be contemplated. During the life of the loan there can 
be no unusual expansion of the business. Care must be 
taken that the loan in itself will not too greatly burden the 
borrower. While periodical amortization payments must be 
frequent, they cannot be so large as to cripple or retard the 
borrower in his ordinary activities. Eventual liquidation 
almost invariably will depend upon the ability of one in- 
dividual. His removal from the business would be disastrous. 
It is, therefore, imperative that as a protective measure, 
life, health and accident insurance be a factor. 

Care must be taken to determine whether the business is 
of a type that is highly competitive and, therefore, hazard- 
ous, and whether it is of such rapidly changing character 
that it could in fact become obsolete before maturity date 
of the loan. Liquidity is lacking; therefore the volume in 
which this type of loan may be acquired is determinable only 
after a self-analysis by each individual bank. Their total, 
plus investment in fixed assets, plus total of other criticized 
assets, should not exceed the total capital account. 

Inherently, there is a greater loss element than ordinarily 
exists. Therefore the interest rate should be commensurate 
with the risk, and a portion of the income should be set 
aside as a reserve against losses, and that reserve allocated 
specifically to loans of this kind. 

But what is a commensurate rate? There is insufficient 


experience as yet to warrant a proper conclusion. The Fed. 
eral Reserve Bank of New York, in August 1938, comment. 
ing upon its record over five years of this type of lending, 
summarized as follows: “In general, experience of this bank 
with this type of loan indicates that the income received, 
even at rates as high as 6 per cent, is not adequate to cover 
expenses and losses.”’ 


Portfolio Study 


A CONSTRUCTIVE examination of a bank portfolio 
should involve not simply an analysis of the individual 
issues owned, but should contemplate a study of the whole 
in relation to the requirements and limitations of the in- 
dividual institution. 

We probably are mere beginners in our attempt to solve 
this problem. One method recently suggested, and which in 
some of its features is being carried out in other states, is the 
establishment of a bureau sponsored jointly by examination 
departments, bankers’ associations, and business adminis- 
tration schools of universities, which would devote its entire 
attention to the analysis and examination of securities, and 
the setting up of appropriate records and files. Examiners 
would merely submit lists to the bureau. 

Supplementing this, the banker would submit an analysis 
of his deposits over a period of years. Such an analysis would 
show distribution between time and demand, annual and 
cyclical variations in volume, distribution in size of accounts, 
the type of business in the community, and other pertinent 
matters. The findings of the bureau would be incorporated 
as a part of the examination reports and be submitted to 
boards of directors. 

Upon the calibre of the men in key positions would de- 
pend the success of the plan. Its cost would be a factor, 
but compared with the benefits probably to be derived it 
undoubtedly would be profitable. 


Deposit Analysis 


ONE proposition which I believe is seldom, if ever, consid- 
ered by our banks, is that of the character and integrity of 
deposit volume. By this I mean that the banker fails to 
make such analysis of his deposits as will enable him most 
intelligently to invest those funds. 

This would seem less essential in times such as we are now 
experiencing, when cash reserves are above minimum ordi- 
nary requirements and in greater volume than we can sat- 
isfactorily employ. But the time will come when, if that 
analytical information is available, it will stand the banker 
in good stead. 


A Banking Program 


Professor W. CARLTON Harris, University of Pennsyl- 
vania, before the DELAWARE BANKERS ASSOCIATION. 


BANKING program in the face of the many changes 
that have taken place should include: 
1. Greater economy and efficiency in bank management. 
2. An adequate, but not more than adequate, compensa- 
tion for services performed. 
3. A more sympathetic reception of applications for loans. 
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4. Development of new avenues for the extension of 
credit. 

5. A reorganization and greater simplification of Gov- 
ernment supervising and examining agencies. 

6. The gradual withdrawal of Government competition 
in the field of lending. 

7. In the belief that a free, capitalistic banking system is 
essential to a free democracy, firm opposition to the nation- 
alizing of our banking system. 
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“er: FOR every million dollars of assets, you 


yunts, place before the eyes of your public a paper area 
me equal to a string of billboards some fifty blocks in 
ed to length. These thousands of square feet are in the 
sa ds form of checks, statement sheets, passbooks, letter- 
actor, heads and other stationery forms. Every square inch 
veda of this paper area is an impression builder! Are you 
making the most of it? Or do your stationery forms 
stop short at mechanical efficiency ? 

Planned Bank Stationery makes the difference. If 
you would like to know how your bank, without 
extra cost, can benefit by Planned Bank Stationery, 
and the services of Bank Stationers who are members 
of this Institute—write for a copy of our booklet, 
“Give Me Just ONE Good Idea,” which will be 


mailed upon request. 
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New YORK’S first World’s Fair, in 1853, was 
housed in the Crystal Palace in Bryant Park 


at the rear of the old reservoir where the 
New York Public Library now stands. 
Flanked by the Latting observation tower, 


this structure with its ‘peris- 
pheric’ dome projected a prom- 
ise of things to come that the 
new New York World’s Fair 
more than fulfils in its demon- 
stration of human progress 
during the past eighty-six years. 
The factor of security afforded 
by sound stock fire insurance 


contributed in no small measure 


Le HOM 


Headquarters of The Home Insurance Company 
59 Maiden Lane, New York, N. Y. 


NEW YORK 


to the uninterrupted pace of this progress 
down the fairway of time. Since its founding 
in 1853 The Home Insurance Company, 
through the recognition of its progressiveness 


and financial soundness by property owners 


of the nation, has become the 
leading insurer of American 
homes and the homes of 
American industry. 

As the new World’s Fair 
prophesies of things yet to 
come, so does this institution 
anticipate the opportunity for 
still greater service to the in- 


suring pu blic. 
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